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DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 


TUESDAY, APRIL 28, 1959 


House oF REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND Crvit SERVICE, 
Washington, D.C. 

The committee met, pursuant to notice, at 10:15 a.m., in room 215, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuatrmMan. The meeting will be in order. 

This morning the committee will conduct hearings on H.R. 5013 
which has been introduced by Representative Rees, H.R. 631, by Mrs. 
St. George, H.R. 1151 by Mr. Marshall, H.R. 6040 by Mr. Derwinski, 
and H.R. 2203 by myself. 

All these bills provide for the liquidation of the Postal Savings 
System. 

"(The bill H.R. 2203 follows :) 


[H.R. 2203, 86th Cong., 1st sess. ] 


A BILL To provide for the discontinuance of the Postal Savings System 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the closing date for the Postal 
Savings System created by the Act of June 25, 1910 (36 Stat. 814), shall be 
the first day of the fourth month beginning after the first date on which the 
Postmaster General— 

(1) shall have determined that the total amount of deposits in all postal 
savings accounts has been less than one billion dollars at all times during 
any period of thirty consecutive calendar days prior to such determination, or 

(2) shall have determined, on the basis of the cost ascertainment system 
of the Post Office Department, that the total amount of expenditures of such 
department for the operation of the Postal Savings System during the 
immediately preceding fiscal year has exceeded the total amount of revenues 
received by such department from such operation during such fiscal year. 

(b) On and after such closing date— 

(1) no deposit shall be accepted in any existing postal saving account, 

(2) no new postal savings account shall be opened, 

(3) interest on the respective postal savings deposits shall cease to 
accrue on the interest anniversary date of the outstanding deposit certifi- 
cate, and 

(4) the Board of Trustees, of the Postal Savings System shall not be 
required to maintain the 5 per centum reserve of postal savings funds 
required to be maintained by section 2 of the Act of May 18, 1916 (39 Stat. 
159 ; 39 U.S.C. 759). 

Sec. 2. (a) During the period beginning on the closing date for the Postal 
Savings System and ending on the last day of the second fiscal year which 
shall begin after such closing date, the Postmaster General is authorized and 
directed, to the extent practicable, to terminate the business, settle and pay the 
accounts, liquidate the assets, discharge the obligations, and otherwise wind up 
the affairs of the Postal Savings System, in accordance with this Act and other 
applicable law and in accordance with such rules, regulations, and delegation of 
authority to the Postmaster General as may be prescribed by the Board of 
Trustees of the Postal Savings System. 

1 
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(b) In the settlement and payment, during the period specified in subsec- 
tion (a) of this section for the winding up of the affairs of the Postal Savings 
System, of any postal savings account (including such interest as may be due 
thereon) which it is determined is payable to any individual— 

(1) who is a minor, or 

(2) who is mentally incompetent or under other legal disability as ad- 

judged by a court of competent jurisdiction, 

the payment of such account may be made to the guardian or other fiduciary 
of such individual or to such other person as is legally vested with the care 
of such individual or of his estate. Such guardian or other fiduciary shall 
be duly constituted as such by the law of the residence of such individual. If 
no such guardian or other fiduciary has been appointed under such law, the 
Board of Trustees of the Postal Savings System shall determine the person who 
is otherwise legally vested with the care of such individual or estate. Pay- 
ments made under this subsection shall be a bar to recovery by any other 
claimant of amounts so paid. This subsection shall not apply with respect to 
the payment of an account maintained by a minor in his own name under 
section 4 of the Act of June 25, 1910 (36 Stat. 815; 39 U.S.C. 754). 

(ec) Until the last day of the second fiscal year which shall begin after the 
closing date for the Postal Savings System, the Postmaster General shall con- 
tinue to cover into the postal revenues the excess of interest and profit accruing 
from the deposit or investment of postal savings funds after the payment of 
interest due to depositors in the Postal Savings System. 

(d) The annual report of the Post Office Department for the first fiscal year 
which shall begin after such closing date shall include a statement with respect 
to the progress, results, and status of the winding up of the affairs of the Postal 
Savings System under this Act, together with such recommendations as the Post- 
master General deems advisable. 

Sec. 3. To facilitate the winding up of the affairs of the Postal Savings System, 
the Secretary of the Treasury shall redeem or purchase the public debt obliga- 
tions of the United States, which are held for the account of the Postal Savings 
System, at their par value whenever it will not be advantageous to sell such public 
debt obligations on the regular market. 

Sec. 4. Effective on the first day of the third fiscal year which shall begin 
after the closing date for the Postal Savings System, the total amount of unpaid 
deposits, including the accrued interest due thereon, as shown by the books of 
the Board of Trustees of the Postal Savings System, shall be transferred to the 
Secretary of the Treasury. The Secretary of the Treasury shall deposit the 
amount so transferred under authority of this section in the Treasury to the 
credit of the trust fund receipt account “Unclaimed Moneys of Individuals 
Whose Whereabouts Are Unknown”. Expenditures are authorized to be made 
from such account as provided by section 17(a) of the Permanent Appropriation 
Repeal Act, 1934 (48 Stat. 1230; 31 U.S.C. 725p). 

Sec. 5. The Board of Trustees of the Postal Savings System is authorized and 
directed to prescribe such rules and regulations, and to make such delegation of 
authority, as may be necessary to carry out the purposes of this Act. 

The CuatMan. In recent years it has been recommended several 
times that Congress study the question of whether the Postal Savings 
System should be continued. In the last Congress our committee 
recommended legislation on this subject. 

The bill was not acted on by the House, due primarily to the fact 
that neither of the two contingencies which would have provided for 
the discontinuance of the Postal Savings System appeared imminent 
at that time. They were that the System would be discontinued when 
(1) the Postmaster General has determined that the total amount of 
deposits in all postal savings accounts has been less than a billion 
dollars for 30 days; or (2) “the Postmaster General has determined 
that the expenditures for the System exceed the revenues for a year. 

The situation is now changing and it appears very likely that before 
the end of this Congress the amount on deposit in the Postal Savings 
System will fall below the billion dollar mark. 
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The Postal Savings System was established in June of 1910 to pro- 
vide savings deposit facilities in those communities lacking adequate 
savings banking services and to attract the savings of those individuals 
who lacked confidence in the Nation’s banking system. The law pro- 
vides for payment of interest on deposits at “the rate of 2 percent a 
year. The operation of the Postal Savings System was expected to 
benefit the national economy by promoting thrift, drawing money 
out of hiding and placing it in circulation, and discouraging foreign- 
born residents from sending money out of the country for deposit in 
depositories of their native lands. 

Ihe advent of modern transportation, the fluctuation of most 
foreign currencies, and the nationwide establishment of insured bank- 
ing and savings facilities has made the original purpose of the Postal 

Savings System completely obsolete. 

The C omptroller General of the United States, in his survey and 
audit reports on the Postal Savings System, consistently has recom- 
mended that the Congress consider “whether there is any longer a need 
for the Postal Savings System. At the committee hearing last Con- 
gress, the C omptroller General recommended approval of “legislation 
to provide for the discontinuance of the Postal Savings System. The 
most recent report of the Comptroller General on the Postal Sav ings 
System has been placed at the desks of each member of the committee 
(H. Doe. 421, 85th C ong.). 

Discontinuance of the Postal Sav ings System was recommended by 
the Commission on Organization of the Executive Branch of the Gov- 
ernment, known as the Hoover Commission, in recommendation No. 
10 of the Commission’s Report on Business Enterprises, which reads 
as follows: 

(a) That the public be informed that after some reasonable period, say 12 
months, no further deposits will be received by the Postal Savings System and 
that potential depositors be offered the more remunerative U.S. savings bonds. 

(b) That depositors be given an opportunity during a period not to exceed 
5 years to exchange their deposit certificates for U.S. savings bonds or to place 
their savings elsewhere. 

Again, this year we have received favorable reports on the legisla- 
tion we now have under consideration from the Post Office Depart- 
ment, the Department of the Treasury, and the Comptroller General. 
Copies of these reports have been placed at your desks. 

Mr. Rees, who is the author of H.R. 5013, and Mrs. St. George, the 
author of H.R. 631, have indicated their desire to make a statement 
be fe the committee. Congressman Fred Marshall, author of H.R. 
1151, and Congressman E dward J. Derwinski, author of H.R. 6040, 
have expressed | their desire to present statements for the record, whic h 
will be placed in the official transcript of the hearing following the 
statements of Mr. Rees and Mrs. St. George. 

I will call first upon Mr. Rees. 


STATEMENT OF HON. EDWARD H. REES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Rees. The chairman has very aptly summarized the purpose 
and effect of the bills before the committee. I should just like to state 
briefly, for the record, some pertinent facts which I believe have a 
direct bearing on this legislation. 
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Weare fortunate to have available, in the consideration of this legis- 
lation, a rather complete history of the financial, social, and economic 
forces which resulted in creation of the Postal Savings System in 
1910. This history is contained in Senate Report No. 125 of the 61st 
Congress. 

The annual report of the then Postmaster General Frank Hitchcock 
for 1909 discloses some interesting comparisons between the situation 
then and conditions in 1959—50 years later. For example, he cited 
a report of the Comptroller of the Currency showing that in 1909 
“there were in the United States * * * 1,703 savings banks, or ap- 
proximately 1 to every 52,000 of our population.” 

Today, the Comptroller of the Currency reports that there are over 
22,000 banks or branches in which each account is federally insured 
up to $10,000. This represents 1 savings facility for every 7,400 of 
our population. Incidentally, no postal savings account may exceed 
$2,500. 

The same Postmaster General’s report referred to more than 60,000 
post offices in 1909, and said “many thousands * * * are over a day’s 
journey from a bank of any kind.” Today the number is something 
over 37,000; few, if any, are beyond convenient distance from one of 
the 22,000 federally insured banking facilities. Moreover, only 7,500 
are designated as savings depositories and 98.5 percent of these are 
in the larger, or first- and second-class post offices. 

In 1910 the country was emerging from the financial panic of 1907. 
The Postmaster General’s report pointed out that— 
another important factor in the problem is the well-known and often unreason- 
ing fear of financial loss that controls so large a part of the people in every 
community. The occasional failure of a bank is sufficient to transform this 
natural caution into a kind of distrust that restrains such people from depositing 
at any time in a bank * * *. The result is the hoarding and hiding of money 

This fear of financial loss no longer is the force it was in 1910. 
Bank failures were so frequent then as to form some justification. 
Federal insurance has reduced bank failures to a minimum today. 

Postmaster General Hitchcock also noted the lack of confidence in 
banks evidenced by immigrants, who came to this country in such 
large numbers in the last part of the 19th century and early in the 
20th century. These people had reason to distrust banking facilities 
in Europe and elsewhere, and had learned that safety for their savings 
lay in the Postal Savings Systems established for many years in their 
home countries. They tended to hoard their small savings or entrust 
them to known individuals, often at the cost of severe loss. They 
needed and wanted a Postal Sa vings System here. 

The impact of those heavy immigration periods and the influence 
on our financial system long since have been reduced. The great 
majority of our foreign-born population has been assimilated. We 
are now dealing with the second and third generations of their de- 
scendants, who generally are quite well informed and are aware of 
the measures taken to assure complete safety for savings in private 
financial institutions. 

Another factor mentioned in 1910 was the adverse effect on the 
economy of almost two-thirds of the available money supply being 
tied up in hoarded or hidden savings. It was officially estimated 
then that all money in the United tes totaled $3 billion, with 
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nearly 65 percent, or $2 billion, “in the pockets of the people or in 
various hiding places.” It was asserted that a postal savings system 
would “to a great extent call out these private hoards and return them 
to circulation * * *.” 

Encouragement of thrift among children and students also was con- 
sidered in the 1910 report, wherein it was noted that they made up 
between 40 and 50 percent of the depositors in this class of institu- 
tions. Today our private banking institutions, as well as our pro- 
gram to bring investment in Government securities within the reach 
of everyone, are by far the strongest and most effective forces to 
encourage thrift in our young people. 

The postal savings interest rate was fixed originally at 2 percent 
in order to prevent undue interference with private enterprise. This 
interest rate still obtains. It borders on the absurd to maintain a 
postal facility to attract small savings at this interest rate when a 
higher rate of return is readily earned, with equal safety, either in 
insured banks or Government obligations. In fact, the postal estab- 
lishment in effect is competing with itself by conducting a postal 
savings depository and, at the same time, actively promoting the sale 
of Government bonds. It seems obvious that it would be helpful, 
both to the Government and to the individual who is interested in a 
small but sound savings program, for postal employees to recommend 
investment in Government bonds. The bond program, of course, is 
supplemented further by sales of savings stamps in small amounts 
which then may be used to purchase bonds. 

Finally, to my knowledge this committee, during the entire 85th 
Congress and thus far in the present Congress, has received very 
few letters, if any, from a private citizen opposing the orderly discon- 
tinuance of the Postal Savings System. I believe this is one of the 
most persuasive indications that the Postal Savings System no longer 
serves a necessary public purpose. 

Thank you, Mr. Chairman. 

The Cuatrrman. Thank you, Mr. Rees. 

The committee will be glad to hear next from the gentlewoman from 
New York, Mrs. St. George. 


STATEMENT OF HON. KATHARINE ST. GEORGE, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mrs. St. Grorer. Mr. Chairman, I shall be very brief in my presen- 
tation. I have reintroduced my bill on this subject—the discontinu- 
ance of the Postal Savings System—which is similar to the bill I 
introduced in the last Congress and I may say in several other 
Congresses. 

I have always felt that now that the banks are on an entirely dif- 
ferent footing in this country, that they are guaranteed by the Gov- 
ernment, so to speak, there was no further use for these postal 
savings. 

I also think that both in your presentation and Mr. Rees’ presenta- 
tion you have shown very clearly that people coming from foreign 
countries have an entirely different attitude toward banking, they 
are better educated, have more knowledge that there is no need for 
these postal savings, and, to tell the truth, they are gradually dying 

40348—59 2 
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of attrition. It is therefore my hope that one of these bills, and I 
imagine that your bill, Mr. Chairman, will be accepted by the com- 
mittee and that it will duly pass. 

I notice in the documents signed by the Acting Secretary of the 
Treasury, Mr. Julian B. Baird, that he says the Treasury Department 
is of the opinion that in the interests of economy the Postal Savings 
System should be liquidated, and the Treasury Department. believes 
that of the bills, either H.R. 2203, the chairman’s bill; H.R. 5013 (Mr. 
Rees), or H.R. 6040 (Mr. Derwinski), identical bills, would more 
satisfactorily accomplish that objective. 

And I say, Mr. Chairman, that I have no pride of authorship but 
that I have a great deal of pride on the longevity of my bill, if nothing 
else. I feel that this is an extremely important piece of legislation and 
one reason that I feel that is that it is one more step in the philosophy 
that I have always believed in, namely that government should only 
be for the people and to assist the people to do those things that. they 

-annot do as well or better for themselves. 

I feel that today the people can certainly invest their savings far 
better in other ways than in 2 percent postal savings. I think it is 
very obvious that the people themselves know that now and that even 
if we take no measures here this whole matter will take care of itself 
in years to come. 

In the meantime, I want to congratulate both the chairman and the 

ranking minority member on their excellent statements and to say 
that I wholeheartedly agree with them and hope that this legislation 
will pass. 

The CHAIRMAN. Thank you, Mrs. St. George. 

The committee will next hear from Congressman Fred Marshall 
of Minnesota, author of the bill H.R. 1151. 

Mr. Marshall. 


STATEMENT OF HON. FRED MARSHALL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Marsuauy. Mr. Chairman and members of the committee, I 
apprecl iate the opportunity of again appearing before your committee 
in support of legislation to terminate the Postal Savings System. It 
was my privilege to appear before the committee in 1957 on a bill 
similar to H.R. 1151 the one I have introduced in this Congress. The 
reasons for abolishing this outdated and expensive banking operation 
of the Post Office Department become more compelling each year. 

Basically, there are two questions involved in this problem 

1. Why ‘do 1.8 million Americans deposit their savings in this out- 
moded system when they lose millions of dollars in interest? 

2. Why should the taxpayers pay a “profit” to the Post Office 
Department through the U.S. Treasury to keep this antiquated system 
in operation ? 

To discover the answer to the first question we need to review briefly 
the history of the Postal Savings System. It is a relic of the horse- 
and-buggy days which lives on mostly because of neglect and inertia. 
It was founded after the panic of 1907 to provide a safe depository 
for those who lost confidence in the banking system and to provide 
savings deposit facilities in communities where banks did not exist. 

The postpanic period in the United States witnesses a general lack 
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of confidence in the banking system and the banks began to lose con- 
fidence in each other. In addition, there were a great many recent 
immigrants who were accustomed to postal savings systems in their 
homelands and who looked with suspicion on commercial banks. Some, 
in fact, hoarded their cash and mailed it to their native land for 
deposit in the postal system. The heavier concentration of banking 
facilities in the metropolitan areas of the East also made postal savings 
depositories a welcome convenience in the great rural areas of the 
South and West. Banks could not afford to serve these areas and few 
quarreled with the laudable purpose of encouraging thrift by more 
readily available savings facilities. 

Senator Thomas H. Carter, a Republican from Montana and author 
of the bill, said banks would not suffer from competition since most 
depositors would be “children and shy adults who were overawed by 
the opulence and splendor of banking institutions,” and other people 
who would be “from the standpoint of the commercial bank undesir- 
able patrons.” He also predicted that when the dollar here and dollar 
there deposited at the post office grew to a hundred dollars, the depositor 
would transfer it to the bank where interest rates were more attractive. 

The interest of 2 percent established for the Postal Savings System 
was only slightly more than one-half of that paid by banks at that 
time on savings deposits. This rate has remained constant for the 
past 49 years. 

Today it is again impressively lower than that paid on savings de- 
posits or on Government savings bonds. The Postal Savings Act 
has been amended a dozen times over the years and the regulations 
have changed, but the interest rate has remained the same. 

The system proved its value in periods of panic and depression. 
Deposits even reached a peak of $3,392,773,461 in 1947, after a period 
of artificially low interest rates. After 12 years of more lucrative in- 
terest rates on almost all other savings, some 1,925,852 Americans still 
had $1,212,671,942 on deposit in their post offices. The financial loss 
they suffer by clinging to this outmoded method of savings is readily 
apparent at a time when most banks and savings institutions return 3 
percent or more. U.S. savings bonds held to maturity now return 
dl percent. 

Not only do these depositors lose income but they share in the tax 
burden which pays the paper profit the Post Office Department reports 
each year. While the law permits postmasters to deposit funds in lo- 
cal banks at 214 percent interest, relatively few banks are willing to 
accept deposits and then only token amounts for advertising purposes. 
They rely upon the aura of security surrounding postal savings to con- 
vince other patrons of the safety of their deposits. The folly of the 
system is here again demonstrated because the postmaster takes your 
money with a promise to pay 2 percent interest and then deposit it 
in the bank across the street for 214 percent. 

Why do depositors continue to penalize themselves when a walk 
across the street or a stop at the savings bond window in their post 
office would appreciably increase the return on their savings? Some 
undoubtedly are haunted by memories of 1907 or the 1930’s with bank 
closings and economic catastrophe. This, despite the fact that the 
Federal Deposit Insurance Corporation now affords all of the security 
the U.S. Government is able to give the Postal Savings System. 
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Other accounts remain open by sheer inertia; the amounts appear rela- 
tively small and the slight trouble of transferring them is postponed, 
or they are possibly even forgotten. Just last year, 12,210 accounts 
aggregating $408,133 were transferred to Washington because they 
had been inactive for over 20 years. In all, some 64,159 Americans 
have unclaimed accounts in the amount of $1,250,793 being held as a 
liability with accrued interest by the Division of Postal Savings. 

Convenience is not the answer. An overwhelming 99 percent of tlie 
deposits are made at first- and second-class post offices in the larger 
cities and towns which have adequate savings facilities. Less than one- 
half of 1 percent are made at fourth-class post offices in sparsely popu- 
lated areas. The city by city list issued each year by the Postmaster 
General shows most of the deposits are concentrated in our largest 
cities. The expansion of the banking system and the improvement of 
transportation have made convenience a ridiculous arguement. It al- 
most appears that the city slickers are outslicking themselves while 
their country cousins put their money to more productive use. 

It is true that both the number of depositories and the number of 
depositors are declining each year at an accelerated rate. Last year, 
for example, depositors decreased by 274,656, or about 12.5 percent. 
Deposits are declining this year at the rate of $15 million a month. 
Left unattended, the system will die in time, but only after it has cost 
the taxpayers additional millions of dollars for a needless Government 
activity lingering on long after its purpose has been served. 

This fact concerns the Post Office Department and when agreeing to 
ending the system, Department spokesmen stated before Congress that 
the rapid decline in depositors would result in revenue (even the 
paper profit) dropping below the actual cost of offering the service 
in fiscal year 1960. 

Where has the paper profit been coming from? From the tax- 
payers of the United States. The difference between the 2 percent 
paid the depositor and the interest obtained from the Treasury is 
considered profit for the Post Office Department. In other words, 
one agency of the Government collects interest from another agency 
of the Government and the taxpayer pays. 

Except for the token bank deposits, the great bulk of Postal Sav- 
ings deposits are invested in bonds or other securities of the United 
States. Over $1 billion are now invested in Treasury bonds and notes. 
The Board of Trustees thus reports a profit of $5,234,225 for 1958 af- 
ter allowing $4,876,580 for operating expenses. Since 1910, the Post 
Office Department claims an income of $412,999,474 and a net profit 
of $229,347,050 after allowing for system costs. 

Actually, this is the price the taxpayers have paid for running an 
unnecessary banking system. 

I first became interested in the Postal Savings System several years 
ago when I noticed a growing line of patrons at a post office wait 
while a clerk pored over the regulations when a depositor presented 
his certificate for renewal. The line of small-town businessmen 
ow geen and housewives buying stamps grew as the clerk 
figured the interest on the deposit. The normal business of the post 
office was at a standstill while the clerk engaged in the banking busi- 
ness, a business in which he was understandably not well versed. How 
many times this has happened in post offices over the Nation we can 
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only speculate. But it is significant enough to be another considera- 
tion in getting out of this losing business. eA 

It is not only another example of Government competition with the 
business community, but it is an example of Government in competi- 
tion with Government. The same division of the Post Office Depart- 
ment which manages the banking system also sells savings bonds at a 
higher rate of interest. 

The facts have been apparent for some time. In 1952, the Comp- 
troller General of the United States suggested that Congress should 
consider whether the Federal Government ought to operate this type 
of program in competition with private savings and banking facili- 
ties and with the U.S. savings bond program of the Treasury De- 
partment. 

In May 1955, the report on business enterprise of the Commission 
on Organization of the Executive Branch of the Government (Hoover 
Commission) recommended that this costly service be discontinued. 
In the 1958 Annual Report of the Postmaster General, he recom- 
mended discontinuance of the system as part of his legislative program. 

Mr. Chairman, efficiency and economy demand that this once useful 
service of the Government give way to the proper business of the Post 
Office Department—getting the mail out on time. 

The Cuatmrman. The committee will now hear Congressman Ed- 
ward J. Derwinski, of Illinois, author of the bill H.R. 6040. 

Mr. Derwinski. 


STATEMENT OF HON. EDWARD J. DERWINSKI, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Derwinski. Mr. Chairman and members of the committee, in 
recent years considerable discussion has centered around the practi- 
cality of discontinuing the Postal Savings System. 

I believe it is quite apparent to all interested parties that in the 
interest of economy in governmental operations, the postal savings 
system should be liquidated. H.R. 6040, which I introduced, is iden- 
tical to other present and previous proposals to achieve this end. 

However, in addition to the question of administration, the devel- 
opment of banking facilities across the country—the development of 
savings and loan associations across the country, and the availability 
of the U.S. savings bonds to small investors, has made it apparent 
that the persons using the Postal Savings System can more practi- 
cally rok profitably served by investing their funds in one of 
these other sources. 

All sections of the country now have private financial institutions 
ready and willing to serve the savings needs of the general public. 

In keeping with the principle of American free enterprise, with 
its willingness to serve the public, free from competition with Gov- 
ernment operated facilities, I urge you to favorably consider a bill 
which would most properly terminate the Postal Savings System. 

The CuarrmMan. The committee will next hear from officials of the 
Post Office Department. 

A favorable report has been received from the Department on this 
legislation and the witnesses from the Post Office Department. here 
today are Mr. Lindsley H. Noble, Deputy Assistant. Postmaster Gen- 
eral of the Bureau of Finance, accompanied by Mr. Louis Doyle, Asso- 
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ciate General Counsel and Mr. J. Harold Marks, Finance Officer of the 


Post Office Department. 


STATEMENT OF LINDSLEY H. NOBLE, DEPUTY ASSISTANT POST- 
MASTER GENERAL AND CONTROLLER, BUREAU OF FINANCE 


Mr. Nosie. Mr. Chairman, Assistant Postmaster General Hyde ( 


ril- 


lette was to be present this morning, but due to circumstances beyond 
his control he was unable to be here. The same is true of Mr. Herbert 


Warburton, General Counsel. 
Mr. Doyle is representing Mr. Warburton and I am speaking 
Mr. Gillette. 


for 


Mr. Marks and Mr. Walsh are here on behalf of the Bureau of 


Finance. 


Mr. Chairman and members of the committee, the Postal Savings 
System was authorized in 1910 and established in 1911. Its purpose 
was to attract the savings of small potential depositors who lacked con- 


fidence in the commercial banking system and to provide savings 
cilities in communities where banking service was not available. 


fa- 


The conditions which led to the establishment of the Postal Savings 
System are no longer existent. Balances up to $10,000 in banks and in 
savings and loan associations are now insured by the Federal Govern- 
ment. In addition, the banking system has expanded to reach, or to 
be readily accessible to, practically all communities where postal sav- 


ings de posits are accepted. A recent survey shows that postal savi 


ngs 


activity is confined largely to the c ommunities where banking facilities 
are adequate. Although there are more than 13,000 third-class offices, 
the demand justifies the maintenance of postal savings depositories at 
only 676 points, and of the 12,000 fourth-class offices only 12 are now 
operating as postal savings depositories. Of the 688 depository offices 
there are a number which have only 10 or fewer accounts. This survey 


also showed that banking facilities are available at more than 90 | 


er- 


cent of the post offices where postal savings deposits are accepted. Fur- 
ther, the banks have improved their service to depositors by remaining 
open on one or two evenings each week, and the rate of interest whic ‘h 
they are now paying on savings is in excess of the 2 percent paid on 


postal savings deposits. 


That the need for the Postal Savings System has declined is demon- 
strated by the sharp and continuing reduction in its use since 1947. 
At the peak of activity $3.4 billion was held for some 4,196,000 deposi- 
oe At the close of fiscal year 1958 the amount on deposit was only 

2 billion and the number of ee had dropped to less than 
2 aes During fiscal year 1958, 275,000 depositors closed their 
accounts, and the amount on deposit was reduced by $249 million. 


The decreasing need for the Postal Savings System is also reflec 
S e 


ted 


in the reduction in number of depository post offices. At the close 


of fiscal year 1958 there were 6,871 depositories in operation, 
less than at the beginning of the year. Before withdrawing 


502 
the 


service from any post office the Departmnet contacts the depositors 
and obtains their views. With few exceptions it is found that other 
facilities for savings are available and equally convenient. 

The revenue from the Postal Savings System to the Post Office De- 
1959 


partment for fiscal year 1958 was $10,111,000; for fiscal year 
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it is estimated at $8 million. The revenue will continue to decline as 
present certificate holders are withdrawing their savings faster than 
new accounts are being opened. During the past few years improve- 
ments in procedures and accounting brought about a reduction in 
costs that has more than offset the decline in revenue. Allocated ex- 
penditures in 1958 amounted to $4,877,000, and the costs for 1959 
are estimated at $4 million. There is, however, little opportunity for 
further reduction in costs by means of work simplification, and it is 
expected that the margin of profit will diminish. In fact a projec- 
tion of the present trend in earnings and costs indicates that by 1966 
a loss will be incurred by the Post Office Department in the operation 
und management of the then remaining depositories. 

The Post Office Department favors enactment of H.R. 2203 as the 
conditions which brought about the establishment of the Postal 
Savings System no longer exist and the reduction in deposits and de- 
positories shows that the public is finding other outlets for savings. 
This bill provides that the liquidation will begin when the amount 
on deposit drops below $1 billion. It is likely that this condition 
will be reached in January 1960, as the balance on deposit on April 
3, 1959, was $1.082 billion and is declining at a rate of about $12 
million per month. 

The timing of the closeout as contained in H.R. 2203 is favored by 
the Post Office Department as it will give us ample time to notify 
ull depositors of the impending liquidation of the System so that they 
can make provisions for transferring their savings without loss of 
interest. Also, the provision that interest will cease as of the an- 
niversary dates of the outstanding certificates as set forth in this bill 
permits the most economical liquidation from the standpoint of the 
Government. 

Undoubtedly your committee will be interested in the impact of the 
discontinuance of the Postal Savings System on the employees pres- 
ently engaged in this work. The increasing volume of mail to be 
handled in post offices and the provision for orderly liquidation of 
the Postal Savings System over a period of several years will permit 
the reassignment of employees who are now engaged in postal savings 
work to other duties—the Department will undertake as a commit- 
ment that no employee will lose his job by reason of the discontinu- 
ance of this service. 

The Comptroller General of the United States in his reports to Con- 
gress on the survey and audit of the Postal Savings System since 1951 
has consistently recommended that the Congress give consideration to 
the question of whether or not there is a present need for the Postal 
Savings System In May 1955 the Commission on Organization of 
the Executive Branch of the Government, the second Hoover Com- 
mission, in its report to the Congress recommended that after some 
reasonable period no further postal savings deposits should be received 
and that depositors be given an opportunity to place their savings in 
U.S. savings bonds or amply secured, guaranteed banks and savings 
and loan associations. 

The Post Office Department agrees with these views that the need 
for the Postal Savings System no longer exists. We therefore urge 
enactment of H.R. 2203 or some similar bill providing for the orderly 
liquidation of the Postal Savings System over a period of several years 
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when the amount on deposit continuously falls below $1 billion over 
some specified period of time. ' 

The Cuamman. How many post offices now receive postal savings 
deposits ? 

r. Marks. The number as of April 3 was 5,700 post offices plus 800 
stations and branches. That makes 6,500 depository offices altogether. 

The Cuarrman. How many fourth-class post offices receive postal 
savings ? 

Mr. Marks. Twelve. 

The Cuarrman. Out of how many fourth-class offices 

Mr. Marks. Out of about 12,000. 

The CHatrman. How many third-class post offices have postal 
savings? 

Mr. Marks. 676. 

The CuarrMan. Out of about how many third-class post offices ? 

Mr. Marks. 13,000. 

The Cuatrman. Is it true that the great bulk of the postal savings 
are in the large cities ? 

Mr. Marks. By far. The largest postal savings office is Chicago, 
Ill. New York is one of the larger ones; Washington, Detroit. 
Ninety-eight percent of our deposits dollarwise are in our larger com- 
munities, first and second class. 

The CHarrman. What was the reduction in the total amount of 
postal savings deposits during the past year ? 

Mr. Noster. During 1958 it was a reduction of $249 million. 

The CuHatrmMan. How much are the total deposits ¢ 

Mr. Nose. $1,082 billion. 

The CHarrMan. What was the peak in the amount of postal savings 
deposits ? 

Mr. Noste. $3.4 billion in 1947. 

The CHatrmMan. It was decreased about two-thirds over that period 
of time. 

Mr. Nosie. That is correct, Mr. Chairman. 

The CHatrman. How about the number of individual depositors for 
those periods ? 

Mr. Noster. 4,196,000 at the peak in 1947 and there are about 
1,900,000 at the present time. 

The CrarrMan. Less than one-half today. 

Mr. Nose. That is correct. 

The Cuarrman. When did Congress enact this insurance of de- 
posits in the banks and savings associations, what year was that? 

Mr. Nose. In 1934, Mr. Chairman. 

The CuHatrmMan. Those deposits are insured up to $10,000? 

Mr. Nosrx. That is correct today. Initially it was $5,000. 

The CHarrMan. But it is $10,000 today. 

Mr. Nose. That is correct. 

The Cuarrman. Any questions, Mr. Rees? 

Mr. Rees. No questions. 

The CHatrman. Any member? 

Mr. Watinauser. I have one minor question : 

Does the Post Office Department invite people to save now? I re- 
call some years ago they used to have posters and so forth, inviting 
people to deposit money. Is that practice still continuing? 
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Mr. Noster. We have no publicity at the present time with respect 
to postal savings. We do cooperate with the Treasury Department 
with respect to giving publicity to savings bonds. 

The Cramrm an. How many postal “employees are engaged pri- 
marily in the operation of the Postal Savings System, especially in 
the large post offices ? 

Mr. Nose. Mr. Chairman, we made a quick check recently on that. 
The number has decreased very materially. 

You mean the number of persons engaged full time in postal sav- 
ings work? 

The Cuatrman. That is correct. 

Mr. Noster. Under the standards that we introduced a few years 
ago we provide for a postal savings window when there are 200 or 
more transactions a day. At the present time in Washington, D.C., 
there are only 3 employees engaged full time in postal savings work; 
in Chicago there are 4; and in New York there are 11. That is an 
indication that throughout the country there would be relatively few, 
as it would only be in the larger cities that there would be anything 
like that number. 

The CuHarrman. Any questions, Mr. Davis? 

Mr. Davis. No questions. 

The CuairMan. Mr. Porter? 

Mr. Porrer. As I understand it, Mr. Noble, there are about 2 mil- 
lion depositors now. 

Mr. Nosre. A little under 2 million. 

Mr. Porter. It is still making money for the Government? 

Mr. Noster. That is correct. 

Mr. Porter. Have you ever talked to a depositor personally ? 

Mr. Nose. I have not, but the instructions are that before closing 
an account the postmaster will get in touch with the depositors and 
entertain their views with respect to either withdrawing the account 
or transferring it to a city where there are a larger number of de- 
positors. Those views are taken into consideration before action is 
taken. 

Mr. Porter. How is this done, do you have a questionnaire ? 

Mr. Marks. No. The regional director notifies the postmaster to 
tell the depositor what the circumstance is, that the volume of transac- 
tions and the number of deposits remaining in the office do not seem 
to justify the cost of controlling the accounts and submitting reports. 
The postmaster asks the depositors if they have any objection to trans- 
ferring to another office or if they are inactive in small accounts, to 
withdraw. 

Many of the accounts in those cases are merely token accounts held 
over when they withdrew most of the money and left between $1 and 
$10 on deposit so the account would not be considered as closed and the 
depositors wouldn’t have to go through the procedure of reopening if 
they later decided they wanted to use it. 

Mr. Porrer. How many of those accounts do you think exist in the 
Postal Savings System ? 

Mr. Marks. Inactive accounts of less than $10? 

Mr. Porter. Yes. 


40348—59——3 
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Mr. Marks. It would only be a guess, but we know that there are 
perhaps 300 or 400 offices w ith less than 10 accounts that are outstand- 
ing. Many of these are not active. 

Mr. Porrer. What percentage? Would you have any way of know- 
ing ? 

Mr. Marks. Not without making a check. 

Mr. Porrer. Actually, what you have done is you have tried to talk 
your patrons out of using it by sending them 

Mr. Marks. No. 

Mr. Porter. Do you have a copy of this letter? 

Mr. Marks. I do not have one but we can furnish one for the record. 

Mr. Porrrer. Would it be standard ? 

Mr. Marks. It is designed by the individual regional director, rather 
than from headquarters. 

Mr. Porter. I have a feeling that the Post Office Department has 
tried to diminish postal savings, not tried to promote it, has actually 
been trying to kill it. I may be wrong. I would like to see this letter 
if you can get me a copy. 

(The letter referred to follows :) 





OFFICE MEMORANDUM, Post OrriceE DEPARTMENT 


Subject: Discontinuing office as a postal savings depository. 
From: Regional Operations Director. 
To: Postmaster. 

The matter of discontinuing postal savings facilities at your office is under 
consideration. Before such action is taken, however, please ascertain from the 
depositors and advise whether they desire to have their accounts transferred to 
the nearest depository, or to some other depository within the State, or if they 
desire to close their accounts. 

In your reply, state the exact amount and number of accounts to be trans- 
ferred to each depository in the event postal savings is discontinued at your 
office. 

You should also state whether the balance due depositors as shown by Forms 
PS 600 is in agreement with item 39 of your daily summary. 

Please address your reply to the Regional Controller, Post Office Department, 
Richmond 19, Va. 

REGIONAL OPERATIONS DIRECTOR. 


(Copy to Postal Installations Manager, Washington Regional Office, Wash- 
ington, D.C.) 

Mr. Marks. We are not trying to kill it because we are under orders 
to maintain this system. We are trying to maintain it as economically 
as possible. The steps we have taken have been in the interest of 
maintaining an economical system and that is the reason the costs were 
reduced in recent years. 

We do feel when we get down to a point where there are 8 or 10 
accounts and there is little or no activity in them that we should con- 
sider whether the account should be maintained at that post office. 

Mr. Porrrr. Is that the only time you send out caer when you 
are down to 8 or 10? 

Mr. Marks. No; it goes higher, depending on the inactivity of the 
account and the amounts in the account. One of the big factors is 
how many $2, $5, or $10 accounts are there. We know they are 
not really savings accounts. They are merely a hangover when some- 
body withdrew money and did not want to close out the account. 

Mr. Porrer. But you do not have any figure on how many such 
accounts there are ? 
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Mr. Marks. It could be drawn from the annual report. 

Mr. Porrer. I think it would be significant to know if it is fulfilling 
a need for the depositor or whether they have forgotten the account. 

(The information referred to follows :) 

The number of small postal savings accounts (presumably all inactive) and 
the percentages thereof to the total accounts in the post offices in the vicinity of 
Washington, D.C., are presently as follows: 


Accounts of $10 or less 
Number of aoe) 


postal sav- | = 


ings accounts Number | Percent of 
| | total 
al cisions omen — - mrt — 
DO icicles nnnnhadidntiage oak cenit 4 : | 482 | 279 60 
Alexandria, Va semmaeeees : ; : 995 | 438 | 44 
Silver Spring, Md i ee eae 216 | 116 | 54 
Hyattsville, Md___---- Pe a eas ee z | 82 | 38 | 47 
Bladensburg, Md__._------- gasduesen ne | 23 | 5 | 22 





WORD oi --.-iccussisdimcasbact 5chagioecmestntedasa nana 1, 798 | 876 | 49 
| | ae 


Mr. Marks. One indication of that; we have a procedure that any 
account in which there has been no activity for 20 years will be 
withdrawn as an inactive account and we have something like 60,000 
inactive accounts at the present time. Over half of those 60,000 
accounts were $1 accounts. 

Mr. Porrer. This is out of 2 million accounts ¢ 

Mr. Marks. Yes. 

Mr. Porrrer. But the balance of the people, let us say a million and 
a half apparently find some good in postal savings and would like 
to have it continued. Does their desire not have some meaning to 
you in terms of service to them ? 

Mr. Marks. That of course is up to the Congress to decide. The 
number is over a million and a half, spread throughout the country, 
through the 6,500 depositories that we maintain and it is a question 
of whether ours is the only service or whether ours is the best service: 

Mr. Porrer. Have you made any attempt to find out from active 
depositors in the Postal Savings System why they use postal savings 
rather than one of the many alternatives that would pay more 
interest ? 

Mr. Marks. No. 

Mr. Porrer. You have never tried to find out ? 

Mr. Marks. No. 

Mr. Porrer. Do you know of anybody who has tried to find out? 

Mr, Marks. I understand from hearnigs of last year that several 
Congressmen—— 

Mr. Porrer. 1 have those hearings from last year. I asked that 
question last year and I thought this year we might have an answer. 

Mr. Marks. We have not inquired. 

Mr. Porter. It is making money. More than a million and a half 
people use it and you want to do away with it. 

Mr. Marxs. We feel the time has come for a liquidation of the 
System because of the trend in use and the amount of deposits de- 
clining at such a rate. 

Mr. Porrer. Apparently it is fulfilling a need for over a million 
and a half people. 

Mr. Marks. Possibly. I can’t say. 
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Mr. Porrer. You say that it is going to become uneconomical. Did 
you ever consider lowering the inter est even further to keep it going’ 

Mr. Marks. The amount paid to the depositors ? 

Mr. Porter. Yes. 

Mr. Marks. We are so far under the market at the present time 
that that would bea good way of killing it very rapidly. 

Mr. Porrer. But ‘the point is that “people apparently are not in- 
terested in interest. They are interested in having their money in 
Uncle Sam’s bank, in effect, or something they regard as more re- 
liable. They are in it not for return on their money but for the se- 
curity, it would seem. 

Mr. Marks. I believe it is more inertia than anything else. They 
put their money in at one time and they leave it there because they 
do not bother to change. 

Mr. Porter. I wondered if you had investigated this problem. Can 
you demonstrate that it is inertia by your study of how many are 
under $10? If you can, that is one thing. But if you cannot and it 
does serve a function for people who w ant more security than a re- 
turn on their investment then it seems to me if this is a service that 
is not costing the United States any money, we ought to continue. 

Mr. Noster. I think if it is a feeling of : security they are misin- 
formed, because the security is actually no better than that of any 
insured bank. And much as we would like to educate the public ] 
think our basic feeling is that it is not an essential part of our pri- 
mary task of delivering the mail, that it is a peripheral activity for 
which there seems to be no social need and that the time our post- 
masters and others spent on this program could be more productively 
applied to the major job. 

Mr. Porter. Let us admit the people who use it may be misguided 
because they can get the security out of a bank and a higher rate of 
interest, but if they do find a service there then your argument about 
it not being connected with primary duty, falls by “the wayside, 
because the Post Office does a lot of things that are only partly con- 
nected with distributing the mail. 

If this does prov ide a service and does not cost the Government 
any money, why is there a need for changing it? It provides a serv- 
ice for perh: ips misguided people but it does not cost the Government 
money. Why abolish it ? 

Mr. Noste. We have not felt it was needed. 

Mr. Porter. But apparently over a million and a half people do. 

The Cuarrman. It appears to me that this legislation is in the in- 
terest of these postal savings depositors. If they only receive 2 per- 
cent interest and then get a higher interest on other Government 
securities, is that not true? 

Mr. Noste. That is true. 

The Cuarrman. Many of the depositors have been depositing in 
postal savings for years. Their money stays there and they do not 
realize they ‘Tose money on their postal savings when they could have 
invested in other Government securities and gotten a higher rate of 
interest. I do not think there is any justification for the Post: Office 
Department being in the banking or savings business. There was a 
need in 1910. We did not have banking facilities such as we have 
today. We had bad roads and many depositors saw a need for postal 
savings. But as I see it that day has long come to an end. 
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Mr. Scott? 

r ) Mr. Scorr. Mr. Noble, assuming that the Postal Savings System 
has outgrown its usefulness, how do you justify your statement that 
“the Department will undertake as a commitment that no employee 


ne will lose his job by reason of the discontinuance of this service”? 
Mr. Noste. The total man-hours spent in this function represents 
n- about 600 man-years of time out of 540,000 total man-years that en- 
in gage in the total service. There would be a period during which there 
e- would be more work in the process of liquidating these accounts and 
e- closing them out. Our postal manpower requirements grow at the 
rate of 2 to 3 percent a year overall, and we are sure that we could 
Ly easily absorb this available manpower in this growth without any 
ay difficulty at all. 
; As a matter of fact, a large portion of our employment is on an 
in hourly basis and even if there were no growth in manpower, it would 
re simply mean that the regulars would not be affected but there would 
it be fewer man-hours required from the hourly workers. But actually 
‘e- we are convinced that it would have no effect on employment at all 
at with respect to laying off people. We would have to hire fewer people 
to meet our needs. 
n- The Cuatrman. Mr. Shipley ? 
nV Mr. Surptey. Mr. Chairman, I would like to say this; that we have 
a talked about this service being given to misguided people or people 


who do not understand the greater interest “they could receive. It 


ee | seems to me it would be our duty and responsibility to change this, 
a let them take this money out and get more interest, instead of extend- 
lv | ing the service the way it is, we are not helping them. If these people 
; misunderstand the program, we would help them in this way. 
ait The Cuatrman. Any questions, Mr. Foley? ; 
pr Mr. Forry. Did I understand you correctly, Mr. Noble, that the 
ut | position of the Post Office Department is based solely upon your 
le, |, determination that there is no longer a need for this par ticular service? 
My Mr. Nose. That is basically correct, that there is no longer a need 
for the service and that our primary responsibility 1 is in connection 
at with handling the mails and we feel it would be desirable to be re- 
7 lieved of this activity. 
sit Mr. Fotry. Do I understand correctly that the Post Office Depart- 
ment does make available the purchase of savings bonds? 
Mr. Marks. Yes; at certain post offices, those where no banking 
facilities are available or the banks will not sell the bonds. In any 
a community where banks are available that function is not performed 
eal by the post office. Lays eh 
‘at Mr. Fotrey. How extensive is that particular service in the country? 
Mr. Marks. Relatively small, because the banks are handling it in 
| any community where there is a call for bonds. 
+7 Mr. Fotry. How extensive is it ? 
er Mr. Marks. How many post offices are selling bonds? 
ae Mr. Forry. That is right. 
an | Mr. Marks. The best estimate I have is about a thousand post 
ae offices. 
np Mr. Forry. You do not know whether or not in those thousand post 
a offices a postal savings service is also available? 
‘al Mr. Marks. I know they are not because they are confined primarily 


to the smaller offices, fourth and third class and some of the second 
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and putting them all together we do not have that many postal savings 
offices in the smaller offices. 

Mr. Fotry. I was trying to determine the reason why the Post Office 
Department has arrived at the position that there is no longer a need 
for this particular activity, this postal savings activity. 

Mr. Marks. Well, the basis for the est: ablishment in the first place 
was that it was to meet the need of guaranteed banking and to cover 
the areas where no banks were available, so we feel that that need has 
been met. The second point for the Post Office Department is that the 
downward decline shows where we are going to be several years from 
now and we think it is advisable to prepare for eventual self-liquida- 
tion, and the loss that the Post Office is going to incurs if this con- 
tinues to go down at its present r ate by ti aking action now to get into a 
position where we can liquid: ite in an orderly manner and without a 
great deal of cost to the Government or to the present patrons of the 
Sy stem. 

Mr. Fotry. Since 1947 there has been a decline, has there not, in the 
total balance in these postal savings accounts ? 

Mr. Marks. About $2.5 billion. 

Mr. Fotry. When did the Post Office Department discontinue the 
selling of the idea of postal savings, how long ago was that ? 

Mr. Marks. We withdrew the poster, we did not have a selling pro- 
gram, we just had posters in the lobby saying that postal savings are 
accepted here, the same kind of thing we have on savings bonds, or 
savings stamps. 

Mr. Fotry. When was that action taken ? 

Mr. Marks. Two years ago. 

Mr. Fotry. What has been the rate of decline since you did that? 

Mr. Marks. It is pretty much the same as it was before. For the 
last 3 or 4 years it declined at the rate of $20 million a month in de- 
posits. T he rate has declined in the last year, we are down to a decline 
of about $12 million or $13 million. 

Mr. Forry. Did the Post Office Department in recent years ever 
engage in a promotional campaign to encourage postal savings ? 

Mr. Margs. No. 

Mr. Forry. Did it in its history ? 

Mr. Marks. I am sorry, I do not know. 

Mr. Forry. Is it your anticipation the way the trend is going that 
this particular service is self-liquidating by recent historic “trend 
and that at the present rate if it continues it w ould liquidate regardless 
of what Congress would do. 

Mr. Marks. Not completely. I believe a large portion of these 
savings are simply inactive, almost forgotten savings. In many 
cases we know that these inactive accounts that. we withdraw from 

the office and hold in security are instances where the person has 
completely forgotten that he has an account with the Postal Savings 
System any longer. They were left there simply so it would not be 
necessary to go through the procedure of re-establishing the account. 

Mr. Fotry. Those are $1 accounts? 

Mr. Marks. One, two, five, ten, depending on what certificate they 
had when they left it on deposit. Our system is based on certificates 
of deposit and if a person happened to have $500 in $20 certificates 
he would leave one $20 certificate as the basis for maintaining the 
account. 
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Mr. Foxry. Is the operation of the Postal Savings System an actual 
cost. item to the Post Office Department ? 

Mr. Nose. Yes, it is. 

Mr. Foury. Overall the figures show it is not a cost item to the 
U.S. Government, but it is to the Post Office Department ? 

Mr. Noste. That is correct. It is financed out of our appropria- 
tion as a matter of mechanics but the Postal Savings System pays 
into the postal revenues the net income which is the difference be- 
tween the interest due the depositors and the interest earned by the 
investment, and thus far that exceeds the total allocated cost of the 
function. 

Mr. Fotry. The Post Office Department then has made money on 
this particular service, has it not? 

Mr. Noste. That is correct. 

Mr. Forry. Then it is not for economy reasons or for balancing- 
the-budget reasons that you are taking this step to liquidate the 
postal savings? 

Mr. Nosie. Not immediately but we see it coming in the future and 
we think it wise to begin to wind up the affairs before it gets into a 
loss position. 

Mr. Forry. You have not made any forecast as to how long it 
would take to liquidate this service, have you ? 

Mr. Nosie. Well, the major portion of the work would probably 
take a couple of years. Then there would be accounts that could not 
be located that would hang on indefinitely and those would be turned 
over to the Treasury Department. 

Mr. Forry. Have you determined your break-even point ? 

Mr. Noster. We figure that by 1966 we will pass the break-even point 
with deposits of about $380 million. 

Mr. Fotry. And your costs would be? 

Mr. Noster. The income from that would be about $2,522,000 and our 
cost would be $2,578,000. 

Mr. Fouey. Thank you. 

The Cuamman. Mr. Johansen. 

Mr. JouHansEN. I had to step out of the room, maybe there was an 
answer but I am not clear in my mind as to the source of the revenue 
to the Department or tothe Government. In other words, is that from 
the investment of the savings by the Government? 

Mr. Noster. That is correct. The funds are invested in Treasury 
securities—that is, the funds received from the depositors are invested 
in Treasury bonds. 

Mr. JoHANSEN. That means, in other words, that the Post Office 
Department loans them to the Government ? 

Mr. Noste. That is right. 

Mr. Jonansen. And the Government pays interest on them. Is the 
net. result of that operation a profit ? 

Mr. Nosie. Yes, we loan at an average rate of 2.6 percent. That 
is the average rate of return we have on our investments In Government 
bonds and in commercial banks in which we maintain deposits. We 
pay out 2 percent, so our differential is 0.6 percent. 

Mr. Rees. You are in the banking business, are you not ? 

Mr. Marks. That is correct. 

Mr. JoHanseNn. And then who pays that 0.6 percent ? 
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Mr. Marks. The Treasury pays us 2.6. 

Mr. JoHanseNn. The taxpayers, do they not? 

Mr. Nosie. The Treasury would be paying interest to private bond- 
holders if they were not paying interest to the Postal Savi ings System. 

Mr. JOHANSEN. How adequately and fully in your judgment are the 
costs of this operation applied against this alleged profit? I mean 
to say how adequately can you allocate time and labor and so on? 

Mr. Nostx. We allocate these costs under our cost ascertainment 
system, a system with which I think this committee is familiar, that 
has been in operation since 1926, and that is used for determining the 
costs of the various classes of mail and services and this is one of 
the services the cost of which is determined by the cost ascertainment 
system. We feel it is an accurate and reliable measure of the fully 
allocated cost of the Postal Savings System. 

Mr. Rees. You make your money by paying a depositor 2 percent 
on his certificates and then take that money and collect 2.6 percent 
on it? 

Mr. Norte. That is correct. 

Mr. Rees. And you call that your profit. 

Mr. Nosy. Less the expense of operating the System. 

Mr. JoHANsEN. Of course you do not pay taxes to the Federal Gov- 
ernment on your earnings ‘ 

Mr. Noster. No. 

Mr. Jouansen. Which a bank would if they were involved in the 
transaction ¢ 

Mr. Nosue. Yes. 

Mr. JoHANSEN. So there would be a source of tax revenue if it 
were not handled as socialized banking, which is what it is. 

Mr. Noster. Yes. 

The CHarrMan. Mr. Davis? 

Mr. Davis. It really boils down to where it is just a question of extra 
bookkeeping, does it not? You pay it in in one place, pay 2 percent, you 
let it out over here to another place and they put it on the books and 
pay 2.6 percent. The Government actually does not make any profit, 
really, for itself, does it ¢ 

Mr. Noste. That is correct in part. Ehe Government, however, is 
getting the money from the depositors at 2 percent in effect. 

Mr. Davis. Of course the Government immediately uses all the 
money that comes in under any pretext now ? 

Mr. Nose. That is right. 

Mr. Davis. I want to ask you one question about the windup of 
this operation. The amount on deposit now, or at the end of fiscal 

year 1958, is $1.2 billion. If this is liquidated now the Government 
will have to get $1.2 billion somewhere to turn over to these deposi- 
tors. The Government will have to issue a new set of bonds or some 
new evidence of indebtedness, will it not ? 

Mr. Noste. I think you would have to let a representative from the 
Treasury speak on that. Iam not qualified. 

Mr. Davis. The Treasury is having some trouble raising money 
now, is it not, to meet the Government needs? 

Mr. Noster. From what I read in the papers that appears to be the 
case. 

Mr. Davis. Would the raising of this amount of money create 
any substantial burden at this point to liquidate this operation ? 
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Mr. Nosie. This 1 presume would be a small part of the overall 
financing requirements of the Treasury. What its significance would 
be spread over a period of a couple of years I could not say. 

Mr. Davis. Well, I was just thinking that it would probably be to 
the interest of the Government instead of liquidating it all at one time 
and having to raise that amount of money, it would be to the best 
interest of the Government to spread it out over a period of months 
or a year. 

Mr. Nose. We feel so, too. That is the reason we favor H.R. 2203 
among others because the interest does not cease as of a single date for 
everyone. The interest ceases on the anniversary date of the various 
certificates, and that means the depositors would leave their money in 
until the anniversary date before drawing it out. That would have 
the effect of spreading the liquidation out over a period of at least a 
year. 

* Mr. Davis. It would not call for the raising of $1.2 billion all at one 
time. 

Mr. Nostz. That is right. 

Mr. Fotry. I believe vit has been stated the Postal Savings System 
does not actually make money for the Government, because the interest 
earnings, the excess over 2 percent, comes from savings bonds or other 
Federal sources. 

Mr. Nose. I wouldn’t say that doesn’t mean it doesn’t make money 
for the Government. 

Mr. Forry. I notice in somebody’s statement there was reference to 
the fact that some of the postal savings are placed in private com- 
mercial banks. Do they earn interest there ? 

Mr. Noste. That is correct. There is a portion of our deposits that 
is invested in commercial banks and I can give you the amount of 
that as of last June 30. 

We had in depository banks $24 million at June 30, 1958, out of the 
total $1.2 billion. 

Mr. Fotry. What I was getting to is this, is that the great source 
of the income to the postal savings trust fund? I understand this is a 
trust fund, and that there are three trustees involved. The income 
comes from the excess Federal interest paid on bonds, the bonds are 
purchased with the postal savings corpus. So as a practical matter 
the Post Office Department is the one that is m: aking money, they are 
making this excess amount from the Federal Treasury, through the 
operation of the Postal Savings System, is that right 

Mr. Noster. That is correct. 

Mr. Fotry. So could we say that is a back door to the Treasury by 
the Post Office Department ? 

Mr. Noster. Not unless the Treasury were paying us more interest 
than it would pay private bondholders and I believe it is not. 

Mr. Fortry. But it is a means of increasing the annual income of the 
Post Office Department, is it not ? 

Mr. Noster. It is at the present time. 

Mr. Forry. Over and above what the appropriation is from the 
House and Senate this gives you $5 million excess money to take care 
of whatever incidental | expenses that you have over and above the 
cost of the operation of postal services. 
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Mr. Nosie. No, our expenditures are limited to the amount of the 
appropriation regardless of our revenues from postage or postal say- 
ings. Our spending is limited by the Appropriation Act. 

Mr. Foiry. So if you get this little windfall of over $5 million you 
turn it back to the Treasury right away ! 

Mr. Nosre. It reduces the deficit. 

Mr. Fo.tey. That gets us back to what Mr. Davis said that it is 
strictly a bookkeeping transaction, is that right ? 

Mr. Noste. I think it is a little more complicated in that it involves 
externally the payment of interest to the depositors on one basis. In 
other words it is a source of funds to the Government. 

Mr. Fo.ry. I think you just stated that it goes to reduce the deficit, 
is that right? 

Mr. Nose. To reduce the postal deficit. That is correct ? 

Mr. Forey. But not the national budget deficit ? 

Mr. Noster. No, to that extent it is an offset to the interest the 
Treasury pays out to us and to that extent it is something of a book- 
keeping device. 

Mr. Fotey. Thank you, Mr. Chairman. 

The Cuarman. Have you any idea how many of these postal sav- 
ings acc a are inactive? 

Mr. Noster. As of last June 30 we had $1,250,000 in inactive de- 
posits, about 60,000 accounts. 

Mr. Marks. But that is inactive on the basis that there was no ac- 
tivity for 20 years. There are many active accounts that are just 
reaching that age now. 

The CuarrmMan. What about the number of new accounts that you 
have received over the last few years ? 

Mr. Marks. We do not have information as to the number of new 
accounts. We maintain only a figure of the increase or decrease in the 
number Ss overall accounts. 

Mr. Nose. We have the gross amount of deposits made during 
fiscal year 1958, if that would “help, $241 million was deposited during 
fiscal year 1958 and $489 million was withdrawn. 

The Cuamman. Do you have figures on the previous year / 

Mr. Noster. Those can be obtained. 

Mr. Marks. In 1957 the amount of deposit. was $353 million. The 
amount of withdrawals was $656 million. 

The Cuairrman,. And withdrawals have amounted to more than de 
posits for how many years ? 

Mr. Marks. Since about 1947. 

The Cuarrman. Mr. Irwin? 

Mr. Irwin. Thank you. 

The fact of the matter is you have made no effort to promote this 
at. all since 1952, is that correct ? 

Mr. Marks. Since about 1957. 

Mr. Irwin. And even then the promotion consisted of a little 
poster ¢ 

Mr. Marks. There was a poster in the lobby. There was a leaflet 
that was handed out to coaa who asked at the window about it. 

Mr. Irwin. This may have contributed to the decline in deposits. 

Mr. Marks. No, because when deposits were increasing in 1945 and 
1946 in those years we were operating in the same way. 
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Mr. Irwin. But your contribution to the success of the thing has 
declined, has it not ¢ 

Mr. Marks. We felt that we were operating with the exception of 
the poster, in the same way we had. 

Mr. Irwin. Now your position is one of complete passivity as to 
this thing whereas at one time you did have some participation. 

Today the average person walking into the post office would not know 
about this service. 

Mr. Marks. There is still a postal savings placard at the window. 

Mr. Irwin. The net effect of this thing has been revenue to the 
Department, has it not? 

Mr. Marks, Correct. 

Mr. Irwin. And the people who could get greater interest some- 
where else want to save here, do they not? if people want to put 
money in a bank at 2 percent, which is still better than having it in 
the backyard with very good security there is no real harm in that, 
there ? 

Mr. Nose. I see no harm in it. 

Mr. Irwin. And there is some advantage in it because it cuts down 
on our deficit. 

Mr. Nose. Our viewpoint, as I said, is that the extent of cutting 
down on the deficit is declining every year and we foresee a time 
when it will become a burden and we feel we would be better served 
to concentrate on improving the mail service. 

Mr. Irwin. Might it not be declining in part because you have not 
been trying to promote the thing? 

Mr. Noste. There is no indication that there was any relationship. 
The decline began in 1948 when there was no change as far as we 
know in the type of publicity that was given to it and has been con- 
sistently going down ever since. 

Mr. Irwin. It is possible, though, that for example the fact that 
you stopped your use of the posters may have contributed to it? 

Mr. Noste. It could be. 

Mr. Irwin. In effect, what you want to get rid of now is something 
that in its net effect has been a source of revenue rather than a loss. 

Mr. Nose. That is correct, in the past. 

Mr. Irwin. It would seem to be that it might be worth keeping it 
at least until such time as it was definitely a deficit factor. 

Mr. Noster. According to the projections it would be that in about 
6 years. 

Mr. Barry. Mr. Chairman. 

The CrarrmMan. Mr. Barry. 

Mr. Barry. I would like to ask the witness if there has been a great 
change in our historical concept as brought out by Mr. Rees with 
regard to the availability of savings on behalf of small depositors ? 
In other words, Mr. Irwin has been 1 mentioning the fact that there are 
some people who do use this. But these people could step right up 
and buy a $25 bond, could they not, for $18.7 (5 today and get a higher 
rate of interest and get the same degree of saving ? 

Mr. Noste. Yes. 

Mr. Barry. That service was not available in 1910? 

Mr. Noste. No, sir. 

Mr. Barry. We did not have savings bonds in such smal] denomi- 
nations. 
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Mr. Nose. That is correct. 

Mr. Barry. And you referred to a large increase in the number of 
savings institutions, I think there has been almost a twentyfold in- 
crease and those institutions allow for savings in small amounts of 
$5 or so and up; is that correct, sir / 

Mr. Noste. That is correct. I do not believe I referred to the num- 
ber in my testimony. 

Mr. Barry. Not in your testimony, but it has come out in the course 
of this hearing. 

Mr. Nose. Yes. 

Mr. Barry. What may have been the intent of the people who 
installed this system and who continued it over the years is being 
in effect carried out now by the availability of placing funds in small 
denominations with Uncle Sam at the present time? 

Mr. Nose. That is correct. 

Mr. Barry. In a certain sense, to the uninitiated or those who 
may be uninformed this is not a fraud on the public but it comes 
close to being something that hoodwinks the public, in that they be- 
lieve they are getting greater security, when in effect, they could have 
the same security by going to another window or another bank and 
get the full rate of interest instead of just this 2 percent which they 
are now getting? 

Mr. Nose. That is correct. 

Mr. Barry. We in Government would certainly not want to be in 
the position of hoodwinking the public, would we? 

Mr. Noster. No indeed. 

Mr. Barry. Thank you. 

The Cuatrman. Thank you very much, gentlemen. 

Mr. Irwin. I would like to pursue this line of discussion a little bit, 
if I could. 

The Cuatrman. I wish you would hurry a bit. 

Mr. Irwin. Then I will not press it. 

Mr. Fotry. Well, I have a question. 

Did I understand you correctly, the magic balance in the postal 
savings is $300 million projected to be reached in 1966, is that correct ? 

Mr. Nose. That is correct ; $380 million estimated. 

Mr. Fotry. Would the Post Office Department have any objection 
to instead of having $1 billion as the deciding factor put in $300 million 
because you indicate that that is your break-even point ? 

Mr. Nosir. We feel we should not wait until we reach that point. 
It ought to be started well in advance. We also feel as I have said 
that this is an activity which appears to serve no real need and one 
which we see no reason why we should continue. 

Mr. Fotry. What is your balance projected for 1964 ? 

Mr. Nose. $507 million. 

Mr. Fotry. $507 million ? 

Mr. Nosie. Yes. 

Mr. Fotry. Let us take $500 million as the magic figure to be reached 
before liquidation. I believe you said it would take 2 years to liquidate 
this. You have 2 years where you are making money and liquidating 
this program till it reaches that magic break-even point. Would the 
Post Office Department have objection to that ? 


e~ 


Lal tad 0 tet td 





> 





DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 25 


Mr. Nose. I think we would have to take that under advisement. 

Mr. Fotry. I am trying to explore the point. Iam in favor of the 
Post Office making money. I do not want to see it lose any further 
money and I am wondering at the same time to accommodate the 
depositors who are using this particular service whether some reason- 
able level could be reached. 

The CHatmrMan. But the depositors are not getting the interest 
they could get from Federal securities. People do not realize they 
can get more interest from the Government. The great bulk of these 
deposits are inactive accounts, have been there for years and years 
since 1910. 

Mr. Dutsx1. Could I have one question ? 

The Cuarrman. All right, sir. 

Mr. DutsKr. What would prevent the bankers when they receive 
all this money from the depositors, invest money in the Government 
where we have to pay a higher rate of interest to these bankers? As- 
suming the money will be deposited in the banks, well the bank 
naturally is going to buy Government bonds, we have to pay for that 
and they will be tax-free bonds. 

Mr. Noste. We would not have the expense of administering this 
particular program. That would offset the increased interest in part. 

The CHarrman. Thank you, gentlemen very much. 

Mr. Rees. Just one question. 

The Cuarrman. Mr. Rees. 

Mr. Ress. If I buy a certificate at 2 percent and you invest that 
money at 2.6 percent ‘somebody loses, do they not ? Does the Govern- 
ment ‘not, as such, make up for it? You just g go over and require the 
Government to pay you this extra percentage, do you not? You 
make a profit on it in the Post Office but somebody pays the difference. 
Isthat not the Government ? 

Mr. Nostz. Well, I cannot quite follow that, Mr. Congressman. 

Mr. Rees. A man comes in there and gets 2 percent on his money. 
You told us you were going to invest that at 2.6 percent in Govern- 
ment money. 

Mr. Nosue. That is correct. 

Mr. Rees. And the Government pays the difference. 

Mr. Nosix. That is correct. 

Mr. Rees. And the Government loses in the whole transaction if 
there is any lossinit. There cannot be any gain. 

Mr. Nose. That is correct, but the Government presumably would 
obtain theat money elsewhere at the same price. 

Mr. Rees. Yes, that is the assumption. 

The Cuarrman. Thank you, gentlemen. 

The next witness is Mr. W liam T. Heffelfinger, Fiscal Assistant 
Secretary of the Department of the Treasury. 


STATEMENT OF WILLIAM T. HEFFELFINGER, FISCAL ASSISTANT 
SECRETARY, TREASURY DEPARTMENT 


Mr. HeFrre.Fincer. Mr. Chairman and members of the committee, 
I appreciate this opportunity to appear before your committee to 
give the views of the Treasury Department on H.R. 631, H.R. 1151, 
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H.R. 2208, and related bills, to provide for the discontinuance of the 
Postal Savings System. 

The Treasury is of the opinion that the Postal Savings System 
should be liquidated. In recent years other facilities have been de- 
veloped which have eliminated the necessity for continuing the Postal 
Savings System. Also, you will recall that recommendation No. 10 
in the Report on Business Enterprises, prepared by the Commission on 
Organization of the Executive Branch of the Government, advo- 
cated discontinuance of this activity. 

We believ that H.R. 2203, or the other bills identical to it, would 
permit an orderly liquidation of the Postal Savings System and the 
Tre: isury recommends their enactment. The provisions of these bills 
remove the objections the Treasury had to previous bills which were 
explained to your committee in the hearings in February 1957. The 
date for the transfer of unpaid deposits, as shown by the books of 
the Board of Trustees of the Postal Savings System, to the Secre- 
tary of the Treasury, as provided in section 4, would be the first day 
of the third fiscal year after the closing date of the Postal Savings 
System. We believe that this provides sufficient time for the active 
liquidation work to be carried out by the experienced staff of the 
Post. Office Department and there would remain only the amounts of 
dormant accounts for transfer to the Treasury. 

This Department does not recommend enactment of H.R. 631 or 
H.R. 1151, since we do not believe that either of these proposed bills 
allows sufficient time for the orderly liquidation of the activity prior 
to transfer to the Treasury. Also, if either of these bills were to 
be adopted transferring the liquidation functions to the Treasury, it 
is recommended that provision be included to authorize appropria- 
tions to the Treasury to carry on the necessary work. 

That is the extent of my comments. 

The CHarrmMan. Any questions of the witness? 

Mr. Lestnskr. Mr. Chairman, I have one. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnski. You are paying the Post Office Department how 
much interest on the money ? 

Mr. Herreirrncer. They have bonds which were acquired when 
their deposits were at a peak during and RRR after the war, 
most of the bonds issued in those days were 2.5 percent. 

Mr. Lestrnskr. You are paying the Post Office how much on the 
money ? 

Mr. Herrecrincer. An average of 2.6 percent. 

Mr. Lestnskr. What interest rate would there be on the open 
market ? 

Mr. Herreirincer. We are paying from 2% to 4 percent currently. 

Mr. Porter. I want to follow that up. If you liquidated this bil- 
lion dollars or so in bonds, you would have to exchange this cheaper 
money for more expensive money at quite a cost to the Government ; 
is that not true? 

Mr. HerretFincer. We would hope that most of these people would 
transfer their money to savings bonds. 

Mr. Porter. Let us put aside hopes and go to reasonable expecta- 
tions. 

Mr. Herrevrincer. I think that is a valid expectation. 
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Mr. Porrer. You think they would change over and buy savings 
bonds at what rate ? 

Mr. Herre.rincer. 314 percent. 

Mr. Porrer. The Government on a billion dollars is going to be out 
that much more money. 

Mr. Herretrincer. We think that is a fair rate to pay the savings 
depositors for the use of their money. 

Mr. Porrer. You want the depositors to get more, even though ic 
would cost the taxpayers more. Do you not think that is a little bit 
inconsistent ? 

Mr. Herreitrincer. You offset that interest cost by the reduction 
of the operating cost in the Post Office Department. 

Mr. Porter. It pays its way now, does it not ? 

Mr. Herretrincer. Only when you take interest into account. You 
cannot charge the additional interest without offsetting the reduction 
in the administration cost. 

Mr. Porter. How much was the administration cost ? 

Mr. Herretrincer. The current cost of the Post Office today, which 
is money out of pocket to operate the System, I think last year was 
close to $5 million. 

Mr. Porter. Who paid it out ? 

Mr. Herretrincer. The Post Office. 

Mr. Porrer. For what ? 

Mr. Herretrincer. For expenses of operating the System in their 
local post offices and their administrative expenses, about $5 million. 

Mr. Porter. Just to operate the Postal Savings System ? 

Mr. Herrevrincer. That is right. 

Mr. Porter. Then Postal Savings does not make a profit ? 

Mr. Herretrincer. They have income over that. But if you 
transfer this System into the Treasury at a higher rate you have to 
offset this expense. 

Mr. Porrer. Would that be sufficient to make up the difference be- 
tween the two rates of interest / 

Mr. Herretrincer. The expense is about one-half of 1 percent on 
$1 billion. 

Mr. Porrer. But the differences in interest here are much more 
than that. 

Mr. Herrevrineer. A little more than that, 314 percent for the Treas- 
ury savings bonds assuming that they would be held to the full 8 years, 
11 months. 

Mr. Porter. Is that a valid assumption to make? 

Mr. Herretrincer. No; because a great many are held to maturity, 
but the average is less than that. 

Mr. Porter. So actually this is going to cost the Government an 
awful lot of money and is going to result in the budget being even 
harder to balance; is that not true? 

Mr. Herrevrincer. It is hard to calculate exactly. 

Mr. Porter. It is going to cost the Government, is it not ? 

Mr. Herrecrincer. It may. 

Mr. Porter. It is going to, by your own figures. 

Mr. Herrecrincer. It could. 

Mr. Porter. It will. 
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Mr. Herre.Fincer. You are presupposing the cost of interest in the 
figure. 

Mr. Porter. No; 1 am doing it on your own basis here. 

Mr. Herrecrtcer. This will not be paid out overnight. 

Mr. Porter. But withina year? 

Mr. Herrevrrncer. I think 2 years would be a reasonable time. 

Mr. Porrer. Let us take 2 years and everybody will buy Govern- 
ment bonds, it is going to cost the Government money going from 2.6 
to 334 percent. 

Mr. Herrevrincer. 31, percent. 

Mr. Porrer. Over 2 years. 

Mr. Herre.rincer. That is at 0.6 percent and you will make most 
of that up by reduction of expenses in the Post Office 

Mr. Porter. You are doing calculations I cannot follow but I will 
rely on them. What amount of money would that cost the Govern- 
ment? 

Mr. Herrecrincer. I would say less than $1 million a year. 

Mr. Porrer. What you are supporting today is a program that will 
cost $1 million a year to do away with a program that a million and a 
half people think is serving them and that is making money. 

Mr. Herrevrinoer. That is if it is liquidated immedis itely but in the 
long range there would be no additional cost. The Post Office figures 
show they will be running a deficit in the operation in another 6 years. 

Mr. Porrer. Another 6 years? 

Mr. Herrecrincer. That is right. 

Mr. Porrer. But if you change right now to this, this is going to 
cost us $1 million a year for how many years? 

Mr. Herrerrincer. That was a rough estimate. I would not want 
to be held to those figures. You have to make assumptions, how long 
it will take to liquidate, what you will be paying for money in the 
future. 

Mr. Porrer. One of the usual things asked about bills is what it will 
cost the Government. Can you answer that question ? 

Mr. HerrevtrinGer. Not precisely. 

Mr. Porrer. Can you answer it on all the reasonable assumptions ? 

Mr. Herrecrincer. We might prepare a statement. 

Mr. Porrer. Would you do that ? 

Mr. Herre rincer. Yes. 

Mr. Porter. I would like to know what it will cost the Government 
based on your best guess of the reasonable assumptions. 

Mr. Herrecrincer. It might end up a bookkeeping cost. 

Mr. Porrer. I would like to see your estimate. 

The Cratrman. Any other questions. 

Mr. JonAnsen. Mr. Chairman, is it a reasonable assumption that 
not all of the moneys now deposited with the postal savings would 
necessarily go in Government bonds? 

Mr. Herrevrinerr. I think that isa fair assumption. 

Mr. JOHANSEN. Some would go in banks? 

Mr. Herrecrincer. That is true. 

Mr. Jouansen. That would not cost the Federal Government any- 
thing, would it, the interest paid by a bank on the deposit would not 
cost the Government anything. 

Mr. Herrevrincer. No. 











=< 


eo — re 


DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 29 


Mr. Porter. Would the gentleman yield for a moment? 

Mr. JOHANSEN. Surely. 

Mr. Porter. If it does not go into Government bonds the Govern- 
ment has to seek that money that is now in Government bonds some 
place else and pay the higher rate of interest. Let us say they all 
took their money and put it into private banks, then the Government 
has got to float this loan to replace this money some place else at a 
higher rate. 

Mr. Jowansen. But I thought the testimony was that a very sub- 
stantial amount of these deposits on which the 2 percent is paid to the 
depositor is now loaned to the Government at a higher interest rate? 

Mr. Herreirincer. No; it is loaned to the Government at 2.6 percent. 
Those bonds still have many years to run. 

Mr. JoHANSEN. Is it not a higher rate than the 2 percent that is paid 
to the depositors ¢ 

Mr. Herreirincer. That is true. 

Mr. JoHANSEN. So that every person in the postal service who 
accepts these deposits in effect is permitting the depositor to make 
a deposit and make an interest rate which if he stepped one window 
away and bought a Government bond would be a higher return. 

Mr. Herrecrincer. That is true. 

Mr. JOHANSEN. In other words, in a sense they are acting as invest- 
ment advisers to the patron by accepting the deposit and neglecting 
to tell him that by moving a couple of feet over to the other window 
he can do better. 

Mr. Porrer. Will the gentleman yield ¢ 

Mr. JOHANSEN. Certainly. 

Mr. Porrer. I was just wondering if the gentleman does not think 
it a little paternalistic if they are misguided to try to tell them they 
could do something else with their money. I would not expect the gen- 
tleman to adopt that attitude. 

Mr. JOHANSEN. You can never tell how some people will stand on 
issues. I am surprised at people who are suddenly interested in econ- 
omy in Government. 

Mr. Fotry. In your discussion with Mr. Porter you said the cost 
of this particular service—over $4 million now—would be an offset to 
the interest earnings under the bond increase purchase program, but 
would not there have to be a discounting of that service / 

Mr. Herre.Fincer. The increased cost would not be commensurate. 

Mr. Fotry. You would have to discount the over $4 million savings 
by the increased cost to the Government of adding additional clerks 
in the Treasury to process this increased flow of savings bonds. 

Mr. Herre.rincer. That would be a smaller percent of the job. 

Mr. Barry. I have one more question, Mr. Chairman. 

The Cuarrman. All right, sir. 

Mr. Barry. If there is ‘$12 2 billion or thereabouts which is presently 
on deposit in postal savings accounts throughout the Nation, that 
does not mean that you could buy $1.2 billion worth of bonds because 
you probably would have to have cash in the hands of the various post 
offices that have the savings windows. Could you give us any idea of 
the amount, of the propor tion of postal savings that would be invested 
in Government bonds? 
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Mr. Herrerincer. I think it is well over 90 percent. They main- 
tain 5 percent in cash with the Treasury. As to additional cash it 
would be very small. The Post Office Department could tell you 
that more precisely. 

Mr. Barry. About 10 percent, so there is $100 million or so that prob- 
ably is not invested that again reduces the spread, does it not? 

Mr. Herrevrincer. It would be one of the factors. 

Mr. Barry. Yes. 

The CuHatrrmMan. Thank you. 

The next witness is Mr. John Moore, Legislative Attorney, Office 
of the General Counsel of the General Accounting Office, who is ac- 
companied by Mr. P. C. Ward, Assistant Director, and Mr. M. Hirsch- 
horn, Supervisory Accountant. 


STATEMENT OF JOHN MOORE, LEGISLATIVE ATTORNEY, OFFICE 
OF GENERAL COUNSEL, ACCOMPANIED BY P. C. WARD, ASSISTANT 
DIRECTOR; AND M. HIRSCHHORN, SUPERVISORY ACCOUNTANT, 
CIVIL ACCOUNTING AND AUDITING DIVISION, GENERAL AC- 
COUNTING OFFICE 


Mr. Moore. Mr. Chairman and members of the committee, this is 
Mr. Ward on my right and Mr. Hirschhorn on my left. 

We appreciate the opportunity to appear before you to discuss H.R. 
2203 and related bills providing for the discontinuance of the Postal 
Savings System. 

The Postal Savings System was established by the act of June 25, 
1910. This act created a Board of Trustees consisting of the Post- 
master General, the Secretary of the Treasury, and the Attorney Gen- 
eral, empowered (1) to control, supervise, and administer the postal 
savings depository offices designated and established under the act, 
and (2) to make all necessary and proper regulations for the receipt, 
transmittal, custody, deposit, investment, and repayment of the funds 
deposited at postal savings depository offices. 

The enabling legislation is silent on the purpose for the creation 
of the System. However, examination of Senate Report No. 125, 61st 
Congress, indicates that the purpose was to attract the savings of small 
potential depositors who lacked confidence in the banking system and 
to provide savings facilities in communities where adequate banking 
services did not exist. 

After establishment of postal savings in 1910, the System grew from 
12,000 depositors with balances of $677,000 in 1911 to a high of 4,196,- 
000 depositors with balances of $3,398 million in 1947. Since 1947, 
deposits have decreased consistently every year. As of June 27, 1958, 
according to the Board of Trustees’ annual report (H. Doc. No. 11), 
the balance to the credit of 1,126,000 depositors was $1,214 million. 
It is probable that the rate of decline will be accelerated as the present 
trend toward higher commercial interest rate continues. 

From inception of the System to September 1, 1954, postal savings 
certificates were available as designated post offices in denominations 
ranging from $1 to $500. On that date the $1,000 and $2,500 certifi- 
cates were added. The act of June 25, 1910, was amended on August 
1, 1956, to increase the minimum deposit to $5. 
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Until September 1, 1954, deposits earned simple interest at the 
annual rate of 2 percent. It was possible, however, for depositors to 
redeem their certificates and reinvest the entire proc ceeds immediately 
in order to obtain compound interest. At that time provision was 
made for the automatic compounding of interest annually at the 2 
percent rate. 

At June 27, 1958, 6,871 post offices, branches, and stations in the 
United States and its Territories were equipped to provide postal 
savings service. Of this number 832 were third- and fourth-class 
offices in rural areas. 

A breakdown of depository post offices at June 27, 1958, indicates 
that about 88 percent are first- and second-class offices and account for 
98 percent of deposits. 12 percent are third- and fourth-class post 
offices and account for less than 2 percent of deposits. Only about 20 
of the 12,800 fourth-class post offices are designated depositories. At 
June 27, 1958, these offices accounted for only one thirty-third of 1 
percent of the total deposits and one-fiftieth of 1 percent of all de- 
positors. 

Most postal savings funds are invested in U.S. Government 
securities at an average interest rate of 2.6 percent. At the close of 
fiscal year 1958, the total investment in U.S. securities was 
$1,202,615,000 at book value. An additional $24,340,000, on which 214 
percent interest is paid, were held by 522 banks. 

The Postal Savings System has shown an overall profit on opera- 
tions since its establishment. According to the Board of Trustees’ 
report for the year ended June 30, 1958, the System had net income 
for that year of $5,234,000 after deducting Post. Office Department 
operating expenses of $4,877,000. 

In our survey and audit reports on the Postal Savings System, we 
have consistently recommended that the Congress consider whether 
there is a need at present for the System. In making this recom- 
mendation, we had in mind the reported purposes for its establishment 
in 1910. As I have indicated, there were two basic reasons. The 
first, to overcome the fear of small depositors who lacked confidence 
in the banking institutions and second, to provide savings facilities in 
communities where ordinary banking facilities were not. available. 

We feel that, by and large, the purposes for establishing the System 
are no longer applicable. Since 1910 the banking structure of our 
country has been expanded and more numerous savings facilities are 
now offered to small depositors by commercial and savings banks and 
financial institutions of the savings and loan association type. As a 
result of the creation of the Federal Deposit Insurance Corporation in 
1933 and the Federal Savings and Loan Insurance Corporation in 
1934, the guaranty and security of savings deposits sought by de- 
positors but previously not obtainable, except in postal savings, are 
now afforded nearly all savings deposits up to $10,000. As early as 
1935, a survey made by the American Bankers Association showed that 
over 78 percent of the towns and cities in which there are designated 
postal savings depositories also had bank savings facilities. Un- 
doubtely, the percentage is even higher today as “testified by other 
representatives here. Another important factor for consideration is 
that U.S. savings bonds are now available in small denominations. 

We are in agreement with the general purpose of the bills. If this 
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committees gives favorable consideration to any of these proposals to 
discontinue the Postal Savings System, we would favor the enactment 
of H.R. 2203, H.R. 5013, or H.R. 6040 which are identical bills in 
preference to H.R. 631 and H.R. 1151. Our primary objection to 
H.R. 631 and H.R. 1151 is that the liquidation functions are to be 
transferred to the Secretary of the Treasury. We realize that his- 
torically the Secretary of the Treasury has been charged with the 
responsibility of liquidating discontinued Government activities and 
agencies. Normally, this would be a satisafactory arrangement since 
most of the agency offices and personnel would no longer be needed and 
the liquidating activities could be carried out by a relatively small 
group in the Treasury Department. However, such is not the case 
with Postal Savings System. The majority of personnel now engaged 
in postal savings operations at the post office level probably would be 
continued as postal employees even though the System were dis- 
continued. 

There are almost 2 million postal savings accounts, representing 
about 12 million certificates, at 6,900 postal locations. It is probable 
that under the provisions of H.R. 631 and H.R. 1151 a great many of 
these accounts would still be open to be transferred to the Secretary of 
the Treasury. In addition, several million paid postal savings cer- 
tificates, required by law to be retained for at least 6 years from the 
date of redemption (68 Stat. 470) would be transferred. This would 
impose a tremendous burden on the Treasury Department for storage 
facilities alone. 

Under section 4 of H.R. 2203, H.R. 5013, or H.R. 6040, the total 
amount of unpaid deposits, including the accrued interest, after the 
period for liquidation by the Post Office Department, will be trans- 
ferred to the trust fund receipt account “Unclaimed Moneys of Indi- 
viduals Whose Whereabouts Are Unknown” and disbursements there- 
from will be made only on certificates of settlement issued by the Comp- 
troller General of the United States. Under this procedure, the Post 
Office Department will transmit to the General Accounting Office a list 
of the amount of each deposit appearing on the records of the Post. Of- 
fice Department not to have been duly paid and the name and address 
of the depositor. Upon receipt of a claim for a deposit appearing on 
the list, we will issue a certificate of settlement therefor which will be 
paid by the Treasury Department. If the deposit claimed does not 
appear on the list given us by the Postmaster General, we will have to 
request the Postmaster General to verify his records in the matter 
prior to our settlement of the claim. 

That concludes our statement, Mr. Chairman. 

The Cuarrman. Any questions of the witness ? 

Mr. Porter. Have you any idea of what it would cost the Govern- 
ment ? 

Mr. Moore. No, we have no figures as to just what it would cost 
the Government. 

Mr. Porter. Are you concerned about that, or is your organization ? 

Mr. Moore. We did not go into that primarily because our recom- 
mendation is based solely on the proposition that the need for this 
Postal Savings System which existed in 1910 no longer existed. 

Mr. Porrer. You did not w eigh that against the “possibility of it 
being quite a cost ? 
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Mr. Moore. We suggested that the Congress should weigh that and 
make that determination as to whether the need exists today and 
whether the System should be discontinued as of today. 

Mr. Porter. Did you consider the fact that although from a logical 
point of view a man ought to put his money where it would get 
more interest but that he might want to put it with the postal sav- 
ings, did you give that any weight at all ? 

Mr. Moore. I think that is certainly true. 

Mr. Porter. There is a service I suppose the Government is giving 
him even though he may be misguided. 

Mr. Moore. That is right. 

Mr. Porrer. But you in terms of this transfer of securities from 
9.6 percent to something else, you have made no computations about 
that ? 

Mr. Moore. No, we have not. 

Mr. Porter. Would it change your thinking if it were to cost us 
$1 million a year, would you be inclined to say “Let us not do it now” ? 

Mr. Moore. Well, I think that depends primarily upon many fac- 
tors as to whether or not the Government wants to continue in this 
business and the cost involved. 

Now, we felt that in view of the decrease in deposits which have 
been continuing since 1947 that there is obviously going to come a 
time shortly when this is going to cost the Government money. 
Whether the Government would want to continue after that date I 
think is for Congress to determine. 

Mr. Porrer. But we have had testimony this morning that it would 
cost the Government money to get out of the business. Would that 
change your opinion, if it were shown it would cost the Government 
money to get out of this business? 

Mr. Moore. That would be only for the matter of a few years. 

Mr. Porter. A few years would cost several millions. Have you 
considered that aspect ? 

Mr. Moore. I think we left that for Congress to determine. We 
recommended that Congress consider the need for this system at the 
present time. 

Mr. Porter. In the Comptroller’s letter he says, “There arises the 
basic question of whether the Federal Government should continue to 
operate this type of program in competition with private banking 
and savings facilities and with the U.S. savings bond program of the 
Treasury Department.” 

Has anybody in your Department made an attempt to find out why 
depositors use postal savings? 

Mr. Moore. Maybe Mr. Ward would have some information on that. 
I do not. 

Mr. Warp. At one time I made a small attempt and went over to the 
city post office and went through some of the older accounts. I went 
through probably 200 accounts. Of that group I would say there were 
197 of them for $1, and I raised the question of, “Now here is Certificate 
No. 1 still outstanding,” and the clerk who was helping me said that 
certificate was purchased by the housekeeper of the man who intro- 
duced the bill to set up postal savings. 

Mr. Porter. Have you made any attempt to get statistics on the 
whole System on active accounts and inactive accounts? 
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Mr. Warp. We have not done that. That would require a survey 
of each postal depositor. 

Mr. Porter. I think, Mr. Chairman, we are going to be supplied 
that information from another witness? 

The Cuarmman. That is correct. 

Mr. Porter. Thank you. 

Mr. Dutsx1. How did they arrive at the over $4 million of operating 
costs ? 

Mr. Warp. That was on the basis of the Post Office Department’s 
cost ascertainment system which allocates by sampling techniques the 
time and effort that is used in carrying out the various services. 

Mr. Dutskt. There are only 676 open accounts, when divided into 
$4 million that equals around $7,000 for one post office to operate and 
some offices do not have more than 10 accounts. I think that $4 million 
figure is an inflated figure. 

Mr. Warp. I believe you are referring to Mr. Noble’s testimony as to 
the number of man years. 

Mr. Dutsxt. No, Mr. Moore’s statement, when he says it takes $4 
million in administrative costs and there is 676 accounts. 

Mr. Warp. That is only on third-class post offices. There are actu- 
ally 6,871 post office branches. 

Mr. Dutsxt. They all operate on the Postal System. 

Mr. Warp. 6,871 post offices and stations out of the 30,000 post 
offices are postal savings depositories. Ssome are very small and some 
have a great number of them. 

The Cuatrrman. Any other questions ? 

( No response. ) 

Thank you very much, gentlemen. 

The last. witness to appear in person this morning is Mr. O’Geran. 
He is in the Department of Economics of Syracuse University. 

How long would it take you to make your statement ? 

Mr. O’GeraAN. I can adjust it to the time you would like, 15 or 20 
minutes, or would you like less? 

The Cratrman. We would like less, if you could. 


STATEMENT OF GRAEME 0’GERAN, SYRACUSE UNIVERSITY 


Mr. O’Geran. All right, I will. 

Gentlemen, I suppose you wonder why a mere teacher and economist 
would be interested in something of this sort. In all my teaching 
experience I have been concerned first with economy in government 
where it did not prove detrimental to the people. 

Second, I tried to convince my students that they were a vital part 
of this Government, that if they had something to say they would be 
heard, if they had something vital to offer they could bring it before 
Congress and receive a vote. Some of them are still dubious, so I 
decided I would try to put my theory into practice and basically that 
is the reason why I am concerned with this. 

Cutting my report briefly into four reasons why I do favor the 
elimination of the system 

The CuarrmMan. Your statement will be entered in full in the record 
and you can highlight it, if you desire. 

Mr. O’GeraN. Fine. I would very much like to do that. 
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(The statement referred to follows :) 


STATEMENT OF GRAEME O’GERAN, SYRACUSE UNIVERSITY 


The Postal Savings System has served its purpose and outlived its usefulness. 

Accordingly, the Comptroller General, the Secretary of the Treasury, the 
Postmaster General, the Director of the Budget, the Hoover Commission, and 
many Members of Congress have repeatedly recommended that the System be 
abolished. 

The most recent bill to eliminate postal savings was introduced in January 
1959 by the chairman of the House Post Office and Civil Service Committee, 
Congressman Tom Murray of Tennessee. 

The evidence in support of this bill is overwhelming. 

1. In general comparing 1958 data with that of 1952 it is seen— 

(1) That the number of postal savings offices dropped 17 percent. 
(2) That the number of depositors decreased by 42 percent. 
(3) And the deposits declined by over 53 percent. 

2. It has long been urged that the foreign born in our large cities are depend- 
ent upon postal savings. However, compare the situation in the 10 first-class 
post offices having the largest postal savings balances in 1952 with 1958. 

(1) The amount of deposits shrank by 51 percent. 
(2) And the number of deposits declined by 35 percent—all in just 6 
years. 

3. The widespread belief that the people in the rural areas are dependent 
upon postal savings is no longer true. 

(1) In 1956, only 1,030 of the 13,095 third-class offices, and worse, only 
44 of the 14,155 fourth-class post offices offered postal savings facilities. 

(2) Still focusing on 1956, we find that in these third- and fourth-class 
post offices, both the number of depositors and the amount on deposit had 
fallen by over 50 percent in the preceding 5-year period. 

(3) Finally, looking at the 10 fourth-class postal savings offices with the 
largest deposits in 1952, we find startling changes by 1958. 

(a) The number of depositors had dropped by over 62 percent. 

(b) The amount on deposit had declined by 70 percent. 

(c) And in 2 of these 10 towns, Postal Savings Offices had been 
closed. Reason—No customers. (Incidentally, there is not a bank in 
any of these towns. ) 

4. Currently the most emphasized argument to continue this horse and buggy 
appendage to the Post Office is that postal savings provides an inexpensive way 
for the Government to borrow money, because the depositor, usually the little 
fellow, is paid but 2 percent interest. That would be so if the deposit was 
handed over to the U.S. Treasury with no strings attached. But actually, what 
really happens is that in return for this money the Postal Savings System re- 
ceives Government bonds paying up to 2% percent interest which accounts in 
the main, for a $5 million “profit” in 1958 to the Post Office. But, where does 
this interest come from which makes a $5 million profit possible? Why from 
you—none other than the American taxpayer. And what do you get in return? 
Nothing but an outmoded, useless, and unnecessary appendage which the Post 
Office Department itself wishes abolished. It should be noted that the annual 
cost to the Post Office Department for operating Postal Savings System in 1958 
was over $4 million, which is a net loss to the taxpayer. 

In conclusion, it might be pointed out that while deposits in Federally in- 
Sured private financial institutions are continuously mounting postal savings 
withdrawals consistently exceed deposits by about $25 million monthly. 

Anyway, isn’t it a bit nonsensical for a depositor to select one window at the 
Post Office which offers him 2 percent on his money when he could go to the 
next window and receive in excess of 3 percent on the same money through the 
purchase of Government bonds? 

Every voter interested in Government economy should at once contact his 
Congressman and Senators urging immediate action upon this timely legislation. 


Source: Annual reports from the Office of the Postmaster General. 
Mr. O’Geran. I have used in the record the figures 1952 and 1958 


simply because it was very dramatically pointed out that there had 
been a tremendous shrinkage. 
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Leaving all that data which is in the record I will simply go to the 
point which I think is the key thing here that currently the most 
emphasized argument to continue this horse and buggy appendage to 
the Post Office is that postal savings provides an inexpensive way for 
the Government to borrow money because the depositor as we wel] 
know gets but 2 percent. 

Of course that would be so if the deposit was handed over to the 
Treasury with no strings attached, but actually what really happens 
is that in return for this money the Postal Savings System receives 
bonds, paying up to 234 percent interest which accounts in the main 
for over 90 percent of the income. 

Where does this interest come from which makes a $5 million profit 
possible? Simply from the American taxpayer. What do you get in 
return? Nothing but an outmoded useless and unnecessary append- 
dage which the Post Office Department itself wishes abolished. 

It should be noted that the annual cost to the Post Office for oper- 
ating postal savings was over $4 million. 

Mr. Porter. Would the gentleman yield for a question ? 

It comes from the Government, of course, but if we do liquidate this 
System which has, say $1 billion 2.6 right now that $1 billion has got 
to be refinanced by the Government at a much higher rate. 

Mr. O’Geran. You are assuming there of course that all of this 
money would be transferred to Government bonds. 

Mr. Porrer. I am making the most charitable assumption because if 
it does not go to Government bonds then— 

Mr. O’Geran. It would go to banks or other institutions which 
would pay taxes on that money. 

Mr. Porrer. Let us take the assumption that would be most chari 
table, that it would all go into Government bonds or take either one. 
If it goes into Government bonds then we are going to pay a percent 
more in interest at least, we know you have a very advantageous rate 
from the standpoint of the taxpayer. The Government cannot borrow 
money at 2.5 as I understand. 

Mr. O’GerAN. That is right. 

Mr. Porter. It has to borrow money at a higher rate. If we liqui- 
date this system it is going to cost the Government, you and me and 
the taxpayer a lot of money, because the refinancing will be a much 
higher rate. 

Mr. O’Geran. Some higher, because they get up to 234 percent now. 

Mr. Porter. So this is going to cost us money to liquidate the 
System, is it not? 

Mr. O’Grran. Temporarily so. That is true. 

On that point let me say, Mr. Congressman, that this fall I was on 
a Midwestern trip for the State Department conducting a group of In- 
donesian and Korean businessmen and with this in mind everywhere 
from Cleveland, Detroit out to Des Moines, I talked with people every- 
where, and for instance in Detroit talking with one of the production 
line men in one of the automobile plants, he said, “What, are we still 
paying for that darn thing?” He said, “Yes, I put money in it about 
20 years ago. I guess there is still some there but I have forgotten 
about it.” 

Mr. Porter. Paying for what thing? 

Mr. O’Geran. Postal savings, that is what we are talking about. 
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Mr. Porrer. Are we paying for postal savings / 

Mr. O’Greran. The taxpayer. 

Mr. Porrer. We had testimony here that it supports itself? 

Mr. O’GrEraNn. How can it, if you borrow money at 2 percent and you 
get this other, where does it come from ? 
~ Mr. Porrer. If the Government had to borrow money some place 

else they would have to pay interest on it too. 

Mr. O'Grran. Why not pay it to the little fellow who gets that 
money rather than inveigle him to pay 2 percent ? 

Mir. Porrer. That man may be misguided but if he likes to do it, 
apart from that issue. You are getting $1 billion now at 2.6 percent. 
If we liquidate it it is going to cost us, one man speculated, about $1 
million a year. 

Mr. O’Grran. Temporarily. 

Mr. Porter. And you as a professor of economics—“temporarily ?” 
If I pay something it is going to cost us money. A system that is now 
solvent and will be solvent for at least 6 more years. 

Mr. O’Grran. That is an assumption. 

Mr. Porter. You are assuming the worst situation that the Post 
Office can dream up. You want us to spend $1 million a year to liqui- 
date a system that apparently satisfies the need of about a million and 
a half people. 

Mir. O’GrRAN. Would you call it a need ? 

Mr. Porter. They think so. 

Mr. O’Geran. A need? Here is a store on this corner and one on 
the other corner. <A suit costs $30 in this store. In the other store the 
same suit costs $50. I buy the $50 suit. Is that a need ? 

Mr. Porter. If some people think it is better security. 

Mr. O’Geran. But that is incorrect. 

Mr. Porter. I am interested in the other point. How is it economy 
to get rid of $1 billion at a lower rate of interest ? 

Mr. O’Geran. In the long run it is getting out of a duplication. 
They have other facilities that are guar anteed by the Government. 

Mr. Porrer. But it is going to cost the money to refinance from 
2.6 percent to 314 percent. 

Mr. O’Geran. Temporarily, but not in the long run. 

Mr. Porter. I do not understand “temporarily.” 

Mr. O’Grerawn. Temporarily for this small amount— 

Mr. Porter. How much? 

Mr. O’GerAN. I donot know. Iam not astatistician. 

Mr. Porter. But you will agree it will cost us money. 

Mr. O’GerAN. I do not agree that it will. I do not know. 

Mr. Porter. Please explain why it will not cost us money and is 
only temporary. 

Mr. O’Geran. According to the testimony of these gentlemen it 
would be a 2-year period of liquidation. 

Mr. Porter. But it will cost us $2 million to give us something that 
is making money for the Government now. 

Mr. O’Geran. But it is not making money now. The taxpayers 
pays for it. 

Mr. Porter. They testified it was making money. 

Re O’GERAN. The taxpayer pays for it. I do. You do. Every- 


ae does. 
r. Porter. Explain that. 
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Mr. O’GeRAN. Well, if the Post Office Departments give you 2 per- 
cent and it goes over here to the Treasury and gets 234 percent there 
is the interest. 

Mr. Porrer. But the Government has to borrow money some place, 
unhappily, and they borrow it from the postal savings depositors 
and they are glad to pay them this interest rate because they cannot 
get that kind of money any more. But they have sold them these 
bonds. 

Mr. JoHansen. Would the gentleman yield ? 

Mr. O’Geran. How do you know that the man is going to be will- 
ing to take 214 percent. He may prefer to go to a bank, building and 
loan, and get 3 or 4 percent. 

Mr. Porrer. They do. They go in and bring their money in there. 
More than 2 million people do it. They may be misguided, but they 
do it. That money comes to Uncle Sam at 2.6 percent. You are pro- 
posing that we refinance that at a much higher rate of interest and 
it will cost the United States a lot of more money. I say we should 
think twice before we do that. 

Mr. O’Grran. A matter of opinion there. 

Mr. Porrer. I am anxious for your opinion as a professor of 
economics. 

Mr. O’GesraAN. I gave it to you. 

Mr. Porrer. You do not think it will cost us? 

Mr. O’Geran. I think temporarily probably if it all went into 
Government bonds. I know I am a freak as an economist being inter- 
ested in poor economy in the long run. 

Mr. Porter. You are interested in economy. Soam I, It seems to 
me it would cost us more money to liquidate the System. 

Mr. Fotrey. Would the gentleman yield ? 

Mr. Porter. Yes. 

Mr. Fotry. You are interested in savings as an economist ? 

Mr. O’Grran. Yes. 

Mr. Fotry. And in thrift. You are interested in opening up all 
channels that would encourage savings and thrift as an economist, 
are you not ? 

Mr. O’Geran. Right. 

Mr. JoHaNnsEeN. I wonder if the logic of the position that we are 
hearing advanced here would not seem to be that the.Federal Gov- 
ernment ought to put on an intensive campaign to greatly expand 
deposits in this setup on the basis of telling the depositors, “We will 
pay you a lower interest rate than you can get anywhere else. Help 
Uncle Sam by depositing with us at a lower rate of interest.” Would 
that not be the honest, forthright way to doit? 

Mr. O’GERAN. That would be in time of w ar, a patriotic measure, 
not an economic measure. 

Mr. JoHansen. You ought to advertise and promote the suit of 
clothes on the basis that it is higher priced. 

Mr. O’Geran. It makes me thinke of a graduate student last year. 
I ask them what their objective is, what they want. This fellow as- 
tounded me and the class. He said, “My concern is to get the Gov- 
ernment to pay. for every damned cent of my education and then to 
guarantee me a job. 
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The CuarrMan. Mr. Gross. 

Mr. Gross. I have not heard all this argument but I am glad to 
welcome the gentleman from Oregon to the ranks of the economists. 

Mr. Porter. I have always been there: Iam sorry defected, though. 

The CuarrMan. Go right ahead, sir. 

Mr. O’GrrAN. I must say I talked with labor, I talked with 
businessmen. I even talked with bankers and strange to say the only 
person who did not say he was interested in doing oe with it was 
a banker who said, “It is only a drop in the bucket and I am too busy 
loaning money to waste my time on that.” 

1 have here collected data as to what has happened to the postal 
savings Offices in each of the communities from which each one of you 
ge ntlemen ‘ame. You are too busy to look into this petty detail. I 
know it is a small item but I have here, for instance, Eugene, Oreg., 
there was a drop of 53 percent in the number of depositors i in the 6- 
year period just preceding 1958; and of 62 percent in the amount of 
de posits in Kensington, Md. There are no deposits there. 

Mr. Porrer. Did you ask any of those people in Eugene who are 
still depositing money why they use it 

Mr. O’Geran. I did not go so far. I was as far as Omaha. 

Mr. Porter. But nobody has made any request of the depositors 
who still use the postal savings as to why they are so osama’ and 
as to why they still use it. 

Mr. O’Geran. I do not know. I have inquired of a great many 
postmasters, of a great many postal employees as I went around. 

Mr. Porrer. But not of 2 depositor, you have never talked to a 
depositor ? 

Mr. O’Grran. Yes, I have talked with depositors 

Well, inertia. 

Mr. Porrer. They admit they are inert? 

Mr. O’GerAn. That is right. Just as we must admit we might be 
wrong in some of these conclusions. 

Mr. Gross. I did not suppose there were any misguided people in 
Oregon. 

Mr. Porrer. My election was not unanimous. 

Mr. O’Grran. I should not say anything about Oregon because one 
of your Senators is one of our friends and an active ‘member on our 
campus. 

This happens to be the figure in Norwalk, Conn., a drop of 44 per- 
cent in the number of depositors. The amount on deposit dropped 
61 percent, I have it for everybody here, Battle Creek, Mich., drop 
of 68 percent, and so it goes. 

Mr. Porrer. Mr. Chairman. 

The CHarrman. Mr. Porter? 

Mr. Porter. I have just worked out some computations which I 
want the professor to consider. 

If you have a-difference in cost between 2.6 percent interest which 
is being paid now and 3.25 interest and you take the in- 
trest on $1.2 billion, the amount of postal savings at 3.25, that is 
$39 million for 1 year. 

If you do it on the same amount of money at 2.6 percent, it is $31.2 
million. The difference is $7.8 million. 
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Then you deduct the postal savings cost of $4 million and you have 
a difference of $8.8 million. That is what it is going to cost the 
Government to refinance for just 1 year. 

Does that not make you as an economist stop and think ? 

Mr. O’Grran. Being a mere professor, I cannot follow your figures 
so rapidly and I would not go into it that way. 

T may say again that I repeat, if there is a deficit, a cost, it is in 
the short run. When I was here before the great 

Mr. Porter. We have to pay it, though, do we not ? 

Mr. O’Geran. I do not know. We do not know. You do not 
know whether it goes into Government bonds or not. 

Mr. Porter. There would also be a cost for bond issues. It would 
cost quite a bit to issue those bonds. 

Mr. O’Geran. I would not know. The Treasury Department is 
the authority on that. I would assume it costs money just as it does 
to duplicate an adequate system of savings deposits. 

Mr. Porter. A solvent system, and will be for 6 years. 

Mr. O’Grran. Against another system which is solvent as long as 
the Government is, sir. 

I do thank you. I may say in conclusion that I talked with a great 
many farmers in Iowa and Minnesota, “Yes, we have used it. What 
is the point of using it now when we can get more from the Govern- 
ment?” I repeat what the farmers say because before I went into 
teaching I was a farmer and I found out it took too many brains, so I 
went into teaching. 

Thank you very much, Mr. Chairman. 

The Cuarrman. Any questions? Thank you very much. 

Mr. Thomas, do you have a statement you wish to insert in the 
record ? 

Mr. Thomas is president of the United National Association of 
Post Office Craftsmen. 

Mr. THomas. Yes, with your permission. 

I might say to the committee that we are in opposition to the bill. 

The CuHarrmMan. Your statement will be nelatied, Mr. Hallbeck. 
Mr. Hallbeck is the legislative director of the National Federation of 
Post Office Clerks. 

Mr. George D. Riley, who is the AFL-CIO legislative representa- 
tive, has a statement which will be put in the record. 

We also have statements from the National Associated Business- 
men, U.S. Savings and Loan League, Clarence R. Miles, manager, 
Chamber of Commerce of the United States, and the American 
Bankers Association. 

All their statements will be put in the record. 

(The statements referred to follow :) 





PREPARED STATEMENT OF JOSEPH F’. THOMAS, PRESIDENT, UNITED NATIONAL 
ASSOCIATION OF Post OFFICE CRAFTSMEN 


Mr. Chairman and members of the committee, I am Joseph F. Thomas, presi- 
dent of the United National Association of Post Office Craftsmen, with offices in 
the Colorado Building, Washington, D.C. 

I appear before you today to speak in opposition to H.R. 2203 and to request 
that you continue the Postal Savings System now in effect. I am not recom- 
mending that this service be continued at a cost to the Government. It is my 
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yuderstanding that the Postal Savings System is still being operated at a profit 
and that the moneys deposited are still available tc the Gcvernment for re- 
investment at a rate higher than that paid on postal savings deposits. 

It may be said that the Postal Savings System is a poor way to invest and 
save money and I must agree with that statement in part. However, for one 
reason or another, over 2 million American citizens still see fit to save through 
the System and inasmuch as the Government is not losing money, I see no need 
to discontinue postal savings now. 

Also, there are the postal employees to be considered. I am told that over 
7,500 postal employees are involved in the handling of postal savings accounts. 
Most of these employees, because of their seniority, have been able to apply for 
positions handling the postal savings accounts and have thus availed themselves 
of preferred daytime assignments, which will be lost to them if the System is 
abolished. 

Therefore, inasmuch as the elimination of the System will harm the employees 
and since it will remove a desired service to an estimated 2 million persons, I 
suggest that it be continued until such time as it is shown to be operating at a 
deficit. Until such a time I believe that the value and benefits of the Postal 
Savings System will more than outweigh the disadvantages. 

I thank you for the opportunity of presenting my views on this subject. 


PREPARED STATEMENT OF BE. C. HALLBECK, LEGISLATIVE DIRECTOR, NATIONAL FEp- 
ERATION OF Post OFFICE CLERKS 


Mr. Chairman and members of the committee, my name is E. C. Hallbeck and 
lam legislative director of the National Federation of Post Office Clerks. 

I am appearing this morning in opposition to the enactment of the bill H.R. 
2208 which would discontinue the Postal Savings System. 

The Postal Savings System occupies a rather unique position inasmuch as 
it is one of the few activities of the Post Office Department that consistently 
shows an excess of revenues over expenditures. The reports of the Post Office 
Department indicate that it is one of the very few special service features which 
has not involved a consistent financial loss to the Department. On the contrary, 
with few if any exceptions, the Postal Savings System has been operated at a 
profit each year. 

According to the latest information I have—the Postmaster General’s report 
for the fiscal year 1958—the Postal Savings System transferred income amount- 
ing to $10,076,000 to the Post Office Department from 1,926,000 accounts, to- 
taling $1.2 billion. It seems to me that any action which would deprive the 
Post Office Department of approximately $10 million in revenue annually ought 
to receive extremely careful consideration on that ground alone. I believe also 
that the fact that more than 1,926.000 people use this facility also warrants 
their special consideration. 

The Postal Savings System has always enjoyed the confidence of the Ameri- 
can people. Like every other activity it has had its ups and downs. The amount 
on deposit and the number of depositors has fluctuated from year to year but 
I believe that the Postal Savings System has served an important purpose and 
has done much to teach thrift and encourage savings. 

A considerable, if not the largest concentration of postal savings business 
occurs in our principal cities, particularly those with a large foreign born pop- 
ulation. Many of these people, for one reason or another, simply cannot be 
persuaded to put their savings in a commercial banking institution and if and 
when the Postal Savings System is abolished, a considerable amount of the 
money now on deposit will go out of circulation and will wind up in tea kettles 
and tin cans buried in the backyard as places of security. 

The Postal Savings System provides a necessary service to a considerable 
number of people who, because of the hours of their employment, are unable to 
find banks open for business at hours when they can make deposits or with- 
drawals. While there are commercial banks, that could and do, in some in- 
stances, provide such extra hours of service I doubt if there are banks open 
for business in the areas where the largest part of the postal savings business 
is transacted. I seriously doubt, therefore, that the discontinuance of the 
Postal Savings System will lead to any appreciable increase, either in the 
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number of depositors or the amounts on deposit in established banking instt- 
tutions. 

Enactment of the legislation would, in our judgment, be a distinct disadvan- 
tage to the 2 million depositors. Discontinuance would also adversely affect the 
whole American people as a result of the decrease in postal revenues without 
a compensating decrease in cost to the postal service. I think that it is fair 
to say that in addition to loss of income, there would be a further loss due to 
the necessity for absorbing certain costs that are presently apportioned to the 
Postal Savings System. 

For these reasons, Mr. Chairman, we are forced to register our opposition to 
the enactment of the bill H.R. 2208. 

Thank you. 


PREPARED STATEMENT OF GEORGE D. RILEY, LEGISLATIVE REPRESENTATIVE, AFL-CIO 


Nearly 1,900,000 Americans, exercising their right of free choice, continue 
to select the Postal Savings System in which to be depositors and to leave with 
Uncle Sam more than $1,212 million of their money for safekeeping. 

There would be many more depositors and doubtless much more money left in 
the Government’s hands under this system except for the fact that the Post 
Office Department, constantly eager to do away with this outright profit-making 
enterprise, closes down every individual post office or station operation whenever 
the number of depositors falls below five. 

The campaign to cut off these net revenues to the Government has been con- 
stant and intense. Almost upon assuming office, former Assistant Postmaster 
General Robertson, a Des Moines banker, called for legislation to be rid of this 
lucrative method of borrowing money by a Government whose bonds today are at 
an all-time low and a consequent all-time high for yields to those with vast sums 
to invest. Last June, those same bends were subject to a speculative debacle 
never before seen in the United States. Through postal savings the Government 
ean borrow for less than 2 percent but from no other source. 

Today, the Government pays a minimum interest of $48,480,000 for the use 
of $1,212 million obtained in the open market and which is an amount equal to 
that deposited in postal savings, almost all of which is on loan. 

On the other hand, the Government pays only $23,028,000 interest at most for 
the sum deposited in postal savings, or $25,452,000 profitwise which added to 
the $5,234,225 net profit produced administratively by the Post Office Depart- 
ment on this operation actually made $30,686,000 for the Government last year. 

That amount is sufficient to operate a national profit program against juvenile 
delinquency for 6 years. Through this means crime custs will be reduced, broken 
homes prevented, many careers saved and the streets will be safer for you and 
me. That is what $30,686,000 will do when saved in a single year. 

The entreaties of Mr. Robertson had hardly subsided when St. Louis Banker 
Kenneth Cravens asked the Congress to rid the American scene of the Postal 
Savings System last year. He alleged the System was not in line with the 
thoughts of a committee of bankers who were advising the Senate Committee 
on Banking and Currency. He also suggested that former President Hoover and 
his Commission, which has since ceased to exist, doesn’t like the idea of small 
savers having a Postal Savings System. 

A few years ago a Southern banker carted off $165,000 of depositors’ money 
and left town. There were no other banks and the Post Office did not list a 
postal savings operation. Thus, the community was left with no place to get 
or put money, and business headed toward a standstill. That is what happens 
when a choice is denied Americans. 

The recent Director of the Bureau of Budget—June 7, 1957—urged the Presi- 
dent to recommend abolition of the System. The Budget Bureau continues to 
call for Federal income to offset expenses, yet here is an easy $30 million going 
begging. 

Postal savings banks are one of the one or two facilities in the postal service 
which the Department admits make'a profit, though the postal deficit continues 
to be a conversation piece whenever salaries are under discussion. 

Proponents of H.R. 2208 and bills of previous Congresses declare that the 
Postal Savings System has served its purpose. The purpose has never been 
outlived as long as our citizens demonstrate by their actions that they want it. 

The Postal Savings System has produced a net income of $229,347,000 during 
the years it has served the public. 
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PREPARED STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSOCIATED 
BUSINESSMEN, INC. 


National Associated Businessmen, Inc., is of the same opinion now as it was 
2 years ago, when we told your committee that the Government should get out 
of all competitive business operations and that, in accordance with the terms 
of various bills now before the Congress, the Post Office Department should 
liquidate and terminate the Postal Savings System at the earliest possible date 
it can be done in an orderly manner, without undue inconvenience to depositors 
and without the need of borrowing money to pay off the billion dollars of 
outstanding balances. 

Elimination of Government’s non-tax-paying competition with businesses of a 
great many kinds has been the major effort of National Associated Businessmen 
in recent years. Nearly one-quarter of our members are banks, some of whose 
most troublesome competitors are Government's various lending agencies and 
the postal savings banks. 

The conditions of 1910, which brought about the establishment of the Postal 
Savings System, have very completely changed. Low-income people’s fear of 
banking instability, which was rife after the panic of 1907, was done away with 
by the establishment of Government insurance of deposits up to $10,000. The 
idea that the post offices could provide a banking system for bankless towns 
disappeared as new banks moved into communities wherever there was need. 
And interest at the rate of 2 percent is no longer attractive when higher returns 
may be had almost anywhere. 

The Postal Savings System has been on a declining market since 1947, when 
it reached an all-time high of 4,196,000 depositors who had $3.4 billion-in the 
post office banks. Today, the number of depositors has dropped by more than 
one-half, to 1,900,000, while the total of funds is nearly two-thirds less, with 
about $1.2 billion. Some 60,000 accounts are altogether inactive, leading Post 
Office officials to believe that the depositors have entirely forgotten them; they 
are mostly small and unimportant. 

Postal authorities themselves recommend that the system be brought to an 
end in accordance with the excellent provisions of H.R. 2203, by your chairman, 
Mr. Murray of Tennessee, and similar bills, H.R. 5013 by Mr. Rees of Kansas, 
and H.R. 6040 by Mr. Derwinski of Illinois. 

True enough, there is still more than a billion dollars on deposit, and operation 
of the system still makes money for the Post Office Department—but the “profit” 
is for the most part merely a bookkeeping profit between Government depart- 
ments. Most of the money on deposit in the Postal Savings System is invested 
in Government bonds at 2.6 precent; a relatively small amount is in commercial 
banks. Interest on deposits is 2 percent—leaving six-tenths of 1 percent as 
profit—an untaxed profit, of course. 

In a very few years, assuming that the present downward trend of the postal 
savings will continue, the meager profit of today will disappear and unless proper 
precautions have been taken the Post Office Department will add still another 
item of red-ink loss to its already discouraging report. 

I do not know what attitude will be taken by those who now work for the 
Postal Savings System, but Department officials have given positive assurance 
that every such person will be taken care of in other capacities if the savings 
system is discontinued. 

Nor can I tell you the attitude of depositors who must seek other channels of 
investment for their money if this bill is passed, but I would guess that there 
are few among them whose incomes are so large that they prefer a 2 percent 
return to the larger earnings that are available. 

We ask your committee to report H.R. 2203 and thereby start the ball rolling 
toward the termination of a service that has well served its purpose but has 
no present cr future need. The depositors in the Postal Savings System will 
be able to invest their savings to greater advantage. The Treasury will benefit 
by the taxation of the earnings of banks of the proper sort. And all taxpayers 
will benefit by the elimination of a service that will shortly become a liability 
and not an asset. 

The termination of Government’s invasion of the fields of private enterprise 
will be for the good of all our citizens. It has been wisely said that Government 
should enter business only when taxpaying citizens cannot do the job. The 
banks can do this one better than Government. 
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PREPARED STATEMENT OF STEPHEN G. SLIPHER, LEGISLATIVE Director, U.S. SAvines 
AND LOAN LEAGUE 


The U.S. Savings and Loan League favors the enactment of H.R. 2208, 
the chairman’s bill, and identical H.R. 5013 and H.R. 6040 of Representatives 
Rees and Derwinski, to provide for discontinuance and liquidation of the Postal 
Savings System. The league comprises 4,500 savings and loan institutions. They 
are engaged in the promotion of thrift and the provision of a safe channel for 
the savings of the public, which has been a pursuit of institutions of this type 
in the United States for over 128 years. 

The league has repeatedly taken a position in line with the objectives of these 
bills to terminate the Postal Savings System. Most recently—on February 3, 
1959—the legislative conference of the league adopted as a plank in its 1959 legis- 
lative platform the statement: “The Postal Savings System should be terminated 
at an early date. Insured savings facilities in savings and loans, mutual savings 
banks, and commercial banks are available in almost every community in the 
Nation.” 

By insured savings the league refers to savings accounts or deposits in these 
three above-mentioned types of institutions, which are insured up to $10,000 each 
by an instrumentality of the Federal Government, either the Federal Deposit 
Insurance Corporation or the Federal Savings and Loan Insurance Corporation. 

Statistical evidence is available that the expansion of savings and loan associa- 
tions, mutual savings banks, and commercial banks is continuing at such a pace 
as to make it almost impossible for any person to be situated too inconveniently 
in relation to one of their offices or branches. The Federal Home Loan Bank 
Board’s 1955 survey of existing facilities of savings and loan institutions in 
terms of geographical location—made at the request of the Senate Banking Com- 
mittee—showed that 1,579 savings and loan offices were located in towns of less 
than 10,000. In the years since that survey there has not only been a growth in 
the number of savings and loan institutions but also in their branches The 
number of branches of federally chartered associations alone increased from 475 
to 571 in the single year 1958; the State-chartered insured associations had 418 
branches in addition to their main offices as of December 31, 1957, and their num- 
ber too has increased during the last year, although definite statistics are not yet 
available. This fanning out of the office facilities of savings and loan institu- 
tions has helped them serve more adequately the needs of smaller communities. 
The commercial banks have opened new branches in steadily increasing numbers 
in the last decade. Besides the 14,000 main offices of banks there are now 9,494 
branches. 

From the very beginning of the Federal Savings and Loan Insurance Corpora- 
tion and the Federal Deposit Insurance Corporation, the existence of these two 
governmental agencies has duplicated or overlapped the Postal Savings System. 
Now, however, that these two Government corporations have been in existence 
for a quarter of a century, have accumulated vast reserves, and have earned the 
unquestioned confidence of the savers, they make all the more pronounced the 
fact that the Postal Savings System is outmoded. Besides the existence of the 
two financial institution systems insured by governmental agencies, the Federal 
Government itself has an overlapping activity with postal savings in the form 
of the U.S. savings bonds program and the savings stamps accumulated to 
buy bonds. The savings in the insured savings and loan associations amounted 
to $45.5 billion as of February 28, 1959; in insured commercial and mutual sav- 
ings bonds, $100 billion ; and in U.S. savings bonds, $58 billion. The deposits in the 
Postal Savings System had decreased to $1.2 billion as far back as 9 months ago. 

In fact, the statistics of declining use of the Postal Savings System are the 
most potent evidence that the American people now overwhelmingly prefer the 
federally protected savings devices of insurance of accounts in financial institu- 
tions to the activity of the Government itself in the acceptance and safekeeping 
of savings through the Post Office Department. The Postmaster General in his 
annual report for 1958, page 152, includes a table showing the development and 
decline of the Postal Savings System for the 48-year period 1911-58. The table 
shows that for the last 12 successive years the amount on deposit in the Postal 
Savings System has consistently declined. On June 27, 1958, only $1,213,607,000 
was on deposit, compared with the peak of $3,392,773,000 at the end of fiscal 
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1947. The number of depositors had declined as of June 27, 1958, to 1,925,000 
and had thus fallen below 2 million as a result of a steady decline from 1947. 
The Postal Savings System now has fewer depositors than at any time since 
1932. 

The table provided in the Postmaster General’s 1958 report also shows that 
the number of post offices in which postal savings is an active operation has 
declined in accordance with the falling off in business and in customers. As of 
June 27, 1958, only 6,971 depositories were in operation, and this is the smallest 
number since 1931; it means that 4 out of 5 post offices do not operate any 
postal savings facilities. 

The decision of the Post Office Department in 1956 to discontinue the issuance 
of $1 certificates of deposit and to provide instead that minimum $5 deposits 
would be accepted has negated the one remaining claim of the advocates of the 
Postal Savings System that it does what chartered financial institutions do not 
do to encourage the very small saver. Most banks and savings and loan institu- 
tions still accept even $1 payments; there is none which require a saver to have 
more than $5 to open an account, and even associations adhering to this policy 
accept additions to the account in even smaller sums. Another evidence in the 
eperations of the Post Office Department of the declining demand for postal 
savings service was the discontinuance of special windows for postal savings in 
post Offices, the regulation having recently been adopted that only where there 
were 200 or more daily postal savings transactions should there be such a special 
window. 

As early as 1953 the General Accounting Office pointed out in its report to the 
Congress that the Postal Savings System is no longer needed. The Comptroller 
General that year reviewed the purposes for which the System was established 
in 1910: (1) to establish savings facilities in remote places where ordinary 
banking facilities were not available; and (2) to overcome the small depositor’s 
lack of confidence in the banking institutions. One other circumstance of 1910 
was highly influential in the enactment of the Postal Savings System: there was 
then a heavy influx of immigrants from Duropean countries where the prevalent 
form of small savings was a post office savings plan; this group of people was 
unaccustomed to dealing with banking institutions and, therefore, had an inherent 
distrust of them because of lack of knowledge; they might have been discouraged 
in their innate thrift instincts had the Postal Savings System not been estab- 
lished. These reasons for the continuance of the Postal Savings System have 
not been cited by any advocate for fully a generation; obviously, such circum- 
stances no longer exist. 

The development of alternative means of meeting both the social and economic 
need which originally gave rise to the Postal Savings System nearly 50 years ago 
is obviously the reason why the Postal Savings System has declined so consistently 
since World War II ended. The momentous changes in the physical side of life 
in the past half century include spectacular changes in transportation. They have 
iinimized the number of people living in rural areas who would have no access 
to savings facilities, even had the savings and loan institutions and commercial 
banks not expanded their facilities so substantially in the present decade. 

Co narrow the consideration down to the specific department of government 
vhich administers postal savings, we can see the ever increasing volume of mail 
the Post Office Department is called on to handle. It has motivated a complete 
modernization of the machinery for handling of the major responsibilities of the 
Department. The noteworthy efforts of the Postmaster General to achieve a 
mid-20th-century efficiency in the operation of the Postal Savings System cer- 
tainly point the way to the Congress to rid the Department of an outmoded 
activity used by fewer than one out of every hundred of the people, all of 
whom could find comparable safety for their savings and greater simplicity in 
the transaction of depositing or withdrawing money in easily accessible offices 
ff financial institutions for whose safety Federal Government agencies are 
esponsible. 

The United States Savings and Loan League believes that the mechanics for 
termination of the System proposed in the Murray, Rees, and Derwinski bills 
take adequate care of the interest of those relatively few depositors still using 
the System. The League takes this occasion to tender its possible assistance to 
the Post Office Department or any other Government agencies which might have 
responsibilities in carrying out a mandate for liquidation. Conceivably the Postal 
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Savings System might have a substantial number of remaining depositors in one 
or more loealities where savings and loan institutions now operate and where 
these institutions could provide material help. 


PREPARED STATEMENT OF CLARENCE R, MILES, LEGISLATIVE DEPARTMENT, CHAM- 
BER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States supports H.R. 2203 which 
provides for the discontinuance of the Postal Savings System. 

The Pestal Savings System has outlived its original purpose which was to 
provide a safe depository for savings with Government protection. Today, 
U.S. savings bonds and the guarantee of Federal deposit insurance and Federa| 
savings and loan insurance of savings up to $10,000 are available through more 
than 17,000 federally insured financial institutions. 

The discontinuance of the Postal Savings System will not work a hardship on 
those who have deposits nor will it discourage thrift, because 98 percent of the 
deposits are made at first- and second-class post offices where State and national 
banks and other savings institutions are located. Outlying communities can 
obtain financial services where business is normally transacted by the 
community. 

H.R. 2203 is identical with H.R. 5883 which was favorably acted upon by this 
committee during the 85th Congress. It would provide an orderly and systematic 
elimination of all affairs of the System over a period of years. 

The National Chamber strongly urges enactment of H.R. 2203. 


PREPARED STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Association takes this opportunity to endorse H.R. 
2203, which provides a plan for orderly liquidation of the Postal Savings System 
when deposits fall below $1 billion or when expenditures of the Postal Savings 
System exceed revenue. The system was originally designed to give small 
potential depositors, especially immigrants who were at that time unfamiliar 
with banks but familiar with European postal depositories, a safe place to de- 
posit their money, and to provide savings deposit facilities where adequate 
savings facilities did not exist or were not easily accessible. It is no longer 
needed. 

The American Bankers Association has within its membership over 18,000 
banking offices which offer savings facilities. They include the main offices and 
branches of commercial and savings banks in every section o fthe country. In 
1936, the ABA made a very comprehensive study of the Postal Savings System 
prompted by a feeling at that time that the System was deserting its original 
purpose. The ABA, at the conclusion of its survey, found that the System was 
then servicing many communities through third- and fourth-class post offices 
where banks were not offering savings facilities and we, therefore, could not 
conscientiously suggest the elimination of the System. 

In 1935, 3,108 third-class post offices acted as postal savings depositories and 
482 fourth-class post offices also acted as postal savings depositories. By 1959, 
the picture has changed considerably. The number of postal savings depositories 
in third-class post offices declined to 676 and in fourth-class post offices to 12. The 
places where these postal savings facilities exist for the most part have savings 
facilities available through banks. Deposits in nearly all of these banks are 
insured by the FDIC. 

The report made by the Post Office and Civil Service Commitee in 1957 indi- 
cated that as of June 30, 1956, more than 98 percent of depositors and more than 
98 percent of deposits were in first- and second-class post offices with less than 
2 percent of each in third- and fourth-class post offices. 

Total postal savings deposits declined in the period from June, 1947, to March 
1959, from $3,393 million to $1,098 million. During the period from June, 1947, 
to June, 1958, the number of depositors declined from 4,196,000 to 1,925,852. 

The net profit of the System for 1958 was $5,234,000. This profit, however, 
results largely from the payment of interest to the Postal Savings System by 
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the Treasury at a rate higher than the Postal Savings System pays to depositors. 
It also involves profit from the sale of Government securities. 

Enactment of H.R. 2203 will, it is estimated, by- January, 1960, commence 
liquidation of a Government agency (1) which no longer serves a needful 
purpose; (2) which is in direct competition with private industry; (3) which 
required for the year ending June 30, 1958, more than $4,876,000 to cover oper- 
ating expenses; and (4) whose supposed profit appears to be in part the result 
of intergovernmental transactions and bookkeeping. 


The Cuarrman. If that is all, the hearing will be concluded now. 
The committee stands adjourned. 

(Whereupon, at 12:20 p.m., Tuesday, April 28, 1959, the committee 
adjourned. ) 
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